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ACTION:  Notice  of  Proposed  Rulemak¬ 
ing  and  Public  Hearings  for  Energy 
Audits. 

SUMMARY:  FEA  proposes  to  desig¬ 
nate,  by  rule,  the  types  of,  and  require¬ 
ments  for,  energy  audits,  as  required  by 
the  Energy  Conservation  and  Production 
Act.  The  proposal  also  includes  certain 
criteria  and  projections  of  future  energy 
prices  which  FEA  would  use  to  identify 
energy  conservation  measures  and  renew¬ 
able-resource  energy  measures.  The  in¬ 
tended  effect  of  this  solicitation  of  views 
and  data  is  to  provide  FEA  with  informa¬ 
tion  relevant  to  the  development  of  final 
regulations  on  the  types  of,  and  require¬ 
ments  for,  energy  audits. 

DATES:  Comments  by  May  13,  1977, 
4:30  p.m.,  e.d.t.;  requests  to  speak  at  Na¬ 
tional  hearing  by  April  25,  1977,  4:30 
pm.,  e.d.t.;  requests  to  speak  at  other 
hearings  by  the  times  indicated  in  Com¬ 
ment  Procedures,  below. 

ADDRESSES :  Comments  and  request  to 
speak  at  the  National  hearing  to:  Ex¬ 
ecutive  Communications,  Box  LQ,  Room 
3309,  Federal  Energy  Administration, 
Washington,  D.C.  20461. 

National  hearing  shall  be  held  May  10 
and,  if  necessary,  May  11, 1977,  9:30  a.m. 
e.d.t..  Room  2105,  2000  M  Street  N.W., 
Washington,  D.C.  20461. 

Regional  hearings  shall  be  held  at  the 
times  and  places  indicated  in  Comment 
Procedures,  bflow. 

FOR  F’URTHER  INFORMATION  CON¬ 
TACT: 

Mr.  Sydney  D.  Berwager,  Federal  En¬ 
ergy  Administration,  National  Office, 
Washington.  D.C.  20461.  (202)  566- 
7472. 

SUPPLEMENTARY  INFORMATION: 

I.  Introduction 
Et.  Uses  of  Energy  Audits, 
in  Qualifying  Conditions 

A.  Energy  Price  Projections. 

B.  Primary  Purpose. 

C.  Ineligible  Fuel  Conversion. 

IV.  Information  Audits. 

V.  Verification  Audits. 

A.  Scope  of  Reporting  Requirements. 
B  Purchase  and  Installation  Costs. 

C.  Computation  of  Energy  Consump¬ 
tion  patterns. 

VI.  Cost  of  Energy  Audits, 
vn.  Qualifications  of  Auditors. 

vm  Conflict  of  Interest. 

IX  Certification  in  Verification  Audit 
Report. 

X  Comment  Procedure. 

XI  Coordination  with  Outside  Parties. 
Environmental  and  Inflationary 
Review. 

I.  iNTROBUCfftlN 

The  Federal  Energy  Administration 
(FEA)  proposes  to  add  a  new  Part  450 
to  Chapter  n  of  Title  10,  Code  of  Feder¬ 


al  Regulations  (CER),  to  designate,  by 
rules,  types  of,  and  requirements  for,  en, 
ergy  audits,  under  Section  432(d).  42 
U.S.C.  6325(e)  (2)  of  the  Energy  Con¬ 
servation  and  Production  Act  (Act) .  Pub. 
L.  94-385.  90  Stat.  1125  et  seq. 

FEA  also  is  including  in  this  part  its 
proposed  projections  of  future  energy 
prices.  These  projections  will  be  used  In 
calculating  the  changes  in  energy  costs 
which  will  result  from  installing  a  par¬ 
ticular  modification  in  an  existing  build¬ 
ing  or  industrial  plant.  This  regulation 
also  includes  criteria  FEA  will  use  to  de¬ 
termine  whether  the  installation  of  a 
particular  modification  meets  require¬ 
ments  of  the  Act  for  designation  as  an 
energy  measure. 

n.  Uses  of  Energy  Audits 

The  proposed  regulation  prescribes  re¬ 
quirements  to  accomplish  the  following 
purposes — 

1.  To  establish  minimum  requirements 
for  the  type  of  energy  audits  to  be  car¬ 
ried  out  as  part  of  a  supplemental  State 
energy  conservation  plan,  proposed 
guidelines  for  which  were  published  in 
the  Federal  Register  on  March  25.  1977 
at  page  16150  et  seq.; 

2.  To  measure  the  energy  and  cost  sav¬ 
ings  to  be  derived  from  the  installation 
of  an  energy  measure;  and 

3.  To  provide  a  process  to  identify  a 
modification  of  a  building  or  industrial 
plant  as  an  energy  measure  for  purposes 
of  the  Act. 

FEA  at  this  time  is  proposing  two  types 
of  energy  audits — information  audits  for 
the  first  purpose  and  verification  audits 
for  the  other  two  purposes.  FEA  may 
develop  additional  types  of  energy  audits 
at  a  later  date. 

m.  Qualifying  Conditions 

Proposed  §  450.4  Includes  criteria  FEA 
will  use,  in  reviewing  the  results  of  an 
energy  audit,  to  determine  whether  a 
modification  meets  certain  conditions 
specified  in  the  Act  as  necessary  for 
designation  as  an  energy  measure. 

For  designation  of  a  modification  as 
an  energy  conservation  measure  or  a 
renewable-resource  energy  measure.  FEA 
must  determine  that  installation  of  the 
modification  is  likely  to  reduce  energy 
costs  in  an  amount  sufficient  to  enable  a 
person  to  recover  the  total  cost  of  pur¬ 
chasing  and  Installing  such  modification 
within  its  attributed  life.  The  informa¬ 
tion  provided  by  a  verification  audit  will 
enable  FEA  to  measure  the  extent  of 
energy  and  cost  savings  and  to  determine 
whether  these  savings  are  sufficient  to 
meet  this  cost  recovery  test. 

This  proposed  section  also  contains 
projections  of  future  energy  prices  which 
will  be  used  in  carrying  out  verification 
audits  for  calculating  the  changes  in 
energy  costs  projected  to  result  from  in¬ 
stalling  a  particular  modification  in  an 
existing  building  or  industrial  plant. 

In  addition,  for  designation  as  an 
energy  conservation  measure,  the  Act  re¬ 
quires  that  FEA  must  determine  that  in¬ 
stallation  of  the  modification  (1)  has  as 
its  primary  purpose  an  Improvement  in 
the  efficiency  of  energy  use  and  (2)  will 


not  result  in  any  conversion  from  one 
fuel  or  source  of  energy  to  another  which 
is  of  a  type  which  FEA  determines,  in 
accordance  with  this  part,  is  ineligible  on 
the  basis  that  such  type  of  conversion  is 
Inconsistent  with  national  policy  with  re¬ 
spect  to  energy  conservation  or  reduction 
of  imports  of  fuels.  This  proposed  section 
sets  forth  the  standards  by  which  FEA 
will  determine  whether  the  primary  pur¬ 
pose  of  a  modification  is  an  improvement 
in  energy  use  efficiency  and  whether  it 
will  result  in  an  ineligible  fuel  con¬ 
version. 

A.  ENERGY  PRICE  PROJECTIONS 

In  accordance  with  the  definitions  of 
energy  conservation  measure  and  re¬ 
newable-resource  energy  measure  in 
Section  431  of  the  Act,  FEA  has  provided 
energy  costs  reasonably  projected  over 
time  as  Appendix  A  to  this  proposed 
regulation.  These  take  the  form  of  price 
projections  for  electricity,  liquefied 
petroleum  gas  <LPG),  natural  gas. 
distillate  fuel  oil,  residual  fuel  and  coal 
for  each  of  the  10  FEA  regions  through 
the  year  1991.  For  price  projections  for 
years  beyond  1991,  1991  prices  will  be 
used.  Proposed  S  450.4(d)  requires  that 
prices  be  derived  by  using  the  projected 
prices  provided  in  Appendix  A,  either  as 
shown  in  Tables  1-20,  or  by  adjusting 
these  prices  for  a  particular  user  by 
using  prescribed  alternate  formulas 
Proposed  g  450.21(c)  requires  that  prices 
derived  in  accordance  with  proposed 
I  450.4(d)  be  used  for  verification  audits 

FEA’s  projected  energy  prices  are 
developed  from  the  March  30,  1977 
Reference  Case  results  of  the  Project 
Independence  Evaluation  System 
(PIISS).  PIES  is  an  integrated  model  of 
the  domestic  energy  system  with  explicit 
representation  at  the  regional  level  of 
supplies  and  costs  of  petroleum  products, 
gas,  and  coal;  costs  of  petroleum  refin¬ 
ing,  electricity  generation,  and  energy 
transportation;  and  price  sensitivity  of 
energy  demands.  Although  new  cases 
are  being  prepared  by  FEA,  this  Refer¬ 
ence  Case  was  selected  as  the  currently 
available  future  case  best  reflecting  cur¬ 
rent  laws  and  regulations,  thus  requiring 
little  conjecture  regarding  future  legis¬ 
lative  actions.  Specific  assumptions 
under  which  the  Reference  Case  is 
prepared  are : 

1.  Real  annual  growth  rate  for  the  Gross 
National  Product  (GNP)  will  average  S  O 
percent  to  1980,  3.4  percent  from  198n  to 
1985,  and  3.0  percent  from  1985  to  1990. 

2.  Legislation  and  policies  In  effect  as  of 
November  1976  will  continue,  Including— 

(a)  Domestic  composite  crude  oil  prices 
will  rise  at  a  rate  of  10  percent  per  year 

(b)  Most  of  the  major  conservation  pro¬ 
grams  included  in  the  Energy  Policy  and 
Conservation  Act  of  1975  will  be  carried  out. 

(c)  FPC  Opinion  770,  which  Increased 
prices  of  Interstate  natural  gas,  will  remain 
In  force. 

(d)  Import  oil  prices  will  remain  constant 

In  real  terms. 

The  projection  techniques  have  been 
developed  to  be  used  for  a  number  of  crit¬ 
ical  FEA  forecasting  purposes.  These 
projections  are  expected  to  be  revised  as 
better  information  becomes  available 
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Also  proposed  are  formulas  by  which  In¬ 
dividual  building  and  Industrial  plant 
owners  or  operators  can  adjust  the  re¬ 
gional  average  prices  to  reflect  the  dif¬ 
ference  between  their  actual  base  year 
price  and  the  regional  average  base  year 
price. 

FEA  is  particularly  interested  in  re¬ 
ceiving  comments  on  the  applicability 
and  implications  of  these  fuel  price  pro¬ 
jections  and  the  price  adjustment  for¬ 
mulas. 

B.  PRIMARY  PURPOSE 

The  Act  requires  that  the  “primary 
purpose’’  of  an  energy  conservation 
measure  is  to  be  an  improvement  (char¬ 
acterized  in  the  proposed  regulations  as 
the  result  of  a  “modification”)  in  effi¬ 
ciency  of  energy  use,  as  determined  by 
FEA.  Proposed  9  450.4(a)  reflects  FEA’s 
determination  that  if  the  costs  of  the 
purchase  and  installation  of  a  modifica¬ 
tion  will  be  recovered  by  the  projected 
energy  cost  savings  to  be  attained  over 
the  attributed  life  of  such  modification, 
the  primary  purpose  for  an  energy  con¬ 
servation  measure  will  have  been  met. 

Two  other  approaches  to  “primary 
purpose”  were  considered  and  rejected. 
One  approach  would  be  to  determine 
whether  the  energy  cost  savings  of  the 
modification  would  comprise  some  sig¬ 
nificant  proportion  of  the  total  cost  sav¬ 
ings  resulting  from  use  of  that  modifica¬ 
tion.  Such  an  approach  would  allow  FEA 
to  support  modifications  for  which  en¬ 
ergy  savings  were  only  one  of  several 
desirable  benefits.  However,  FEA  de¬ 
cided  that  the  determination  of  any 
given  percentage  of  ,  total  costs  would 
be  arbitrary,  complex  and  difficult. 

A  second  alternative  approach  would 
be  to  determine  whether  energy  efficiency 
is  the  primary  purpose  of  any  given 
modification  on  a  case-by-case  basis. 
FEA  decided  that  such  an  approach 
would  provide  Inadequate  guidance  to 
building  and  industrial  plant  owners,  and 
would  be  both  time-consuming  and  cost¬ 
ly  to  Implement. 

FEA  is  interested  in  receiving  com¬ 
ments  on  the  feasibility  and  implica¬ 
tions  of  its  approach  in  proposed  §  450.4 
(a)  to  determining  primary  purpose. 

C.  INELIGIBLE  FUEL  CONVERSION 

As  reflected  in  proposed  9  450.4(b), 
FEA  finds,  as  required  by  the  Act,  that 
any  modification  that  results  in  an  in¬ 
crease  in  the  consumption  of  petroleum 
products,  natural  gas,  or  a  combination 
of  these,  at  the*bulldlng  or  industrial 
plant  site  cannot  qualify  as  an  energy 
conservation  measure  because  it  Is  Incon¬ 
sistent  with  national  policy  or  with  re¬ 
spect  to  reduction  of  Import  of  fuels. 

Although  coal  is  currently  perceived  by 
FEA  as  a  depletable  energy  resource,  a 
conversion  to  coal  has  been  determined 
by  FEA  to  be  acceptable  since  such  a 
conversion  would  not  increase  and  may 
reduce  the  import  of  fuels. 

One  alternative  considered  and  ref¬ 
lected  would  have  required  that  the  en¬ 
ergy  consumption  impacts  of  each  modi¬ 
fication  be  traced  back  to  the  original 
fuel  source.  Under  this  alternative,  end- 


use  electricity  consumption  would  have 
had  to  be  converted  to  power  plant  en¬ 
ergy  consumption  and  then  analyzed  in 
terms  of  the  fuels  (e.g.,  gas.  oil.  coal, 
nuclear  fuel)  required  to  generate  this 
electricity.  While  an  analysis  of  this  type 
would  enable  FEA  to  make  an  ideal  de¬ 
termination  of  the  modification’s  net 
impact  on  the  consumption  of  imported 
fuels,  FEA  does  not  feel  that  sufficient 
information  exists  to  allow  such  analysis 
to  be  undertaken  or  reviewed  in  a  tech¬ 
nically  sound  and  consistent  manner. 
Accordingly,  in  general,  FEA  will  judge 
the  fuel  conversion  impacts  of  proposed 
modifications  at  the  point  of  use  on  site. 

The  only  exceptions  that  FEA  will  re¬ 
view,  on  a  case-by-case  basis,  are  those 
that  involve  the  installation  of  dual-pur¬ 
pose  power  plant  equipment  as  provided 
in  proposed  9  450.4(c).  In  addition  to 
the  fact  that  such  modifications  have  a 
salutary  impact  on  the  efficiency  of  en¬ 
ergy  use  at  the  site,  the  equipment  used 
has  by-products,  such  as  process  steam 
or  electricity,  which  in  many  cases  can 
be  used  elsewhere  and  thus  can  reduce 
the  consumption  of  imported  fuels.  Ac¬ 
cordingly,  the  installation  of  a  dual-pur¬ 
pose  power  plant  may  qualify  as  an  en¬ 
ergy  conservation  measure  even  if  its 
installation  increases  the  consumption 
of  petroleum  products  at  the  user  site. 
However,  FEA  will  require  that  the  en¬ 
ergy  audit  submitted  for  case-by-case 
review  of  such  a  modification  demon¬ 
strate  that  an  off -setting  reduction  in 
the  consumption  of  petroleum  products 
occurs  at  a  utility  power  plant  or  other 
location  where  the  useful  by-products  of 
the  equipment  are  used. 

FEA  is  particularly  interested  in  re¬ 
ceiving  comments  on  its  proposed  ap¬ 
proach  in  §  450.4(b)  to  determining  in¬ 
eligible  fuel  conversions  and  the  prac¬ 
ticability  of  its  procedures  for  assessing 
dual-purpose  power  plant  equipment  on 
a  case-by-case  basis  as  proposed  in 
9  450.4(c). 

*  IV.  Information  Audits 

Proposed  subpart  B  establishes  the 
classes  and  requirements  for  the  conduct 
of  information  audits  and  the  qualifica¬ 
tions  of  persons  conducting  and  the  cost 
of  information  audits.  This  subpart  es¬ 
tablishes  the  minimum  criteria  for  In¬ 
formation  audits  to  be  carried  out  by  a 
State  under  a  supplemental  plan  eligible 
for  Federal  financial  assistance.  A  pro¬ 
gram  for  supplemental  plans  is  estab¬ 
lished  under  Part  B,  Title  IV  of  the  Act. 

On  March  25,  1977,  FEA  published  in 
the  Federal  Register  proposed  supple¬ 
mental  State  energy  conservation  plan 
guidelines,  42  FR  16150.  The  proposed 
guidelines  pursuant  to  the  Act  mandate 
three  program  measures,  one  of  which 
calls  for  energy  conservation  efforts  by  a 
State  to  encourage  and  carry  out  energy 
audits.  The  guidelines  provide  for  the 
use  of  three  types  of  information  au¬ 
dits — Classes  A,  B,  and  C. 

Proposed  9  450.11  establishes  these 
three  classes  of  information  audits  and 
their  requirements,  and  proposed  9  450  - 
12  establishes  the  information  to  be  con¬ 
tained  in  each  type.  Class  A  informa¬ 


tion  audits  require  a  qualified  energy- 
auditor  to  conduct  an  on-site  energy 
audit  of  a  particular  building  or  indus¬ 
trial  plant.  Class  B  information  audits 
require  a  State-provided  questionnaire 
and  State -sponsored  analytical  process 
that  would  enable  the  owner,  operator 
or  occupant  of  a  building  or  industrial 
plant  to  analyze  the  likely  effects  of  cer¬ 
tain  modifications  on  reducing  energy 
consumption.  Class  C  information  audits 
require  State-provided  workbooks  to  en¬ 
able  the  owner,  operator  or  occupant 
of  a  building  or  industrial  plant  to  con¬ 
duct  a  “do  it  yourself”  information  audit. 

While  subpart  B  of  the  regulation  ap¬ 
plies  only  to  information  audits  con¬ 
ducted  in  implementation  of  supplemen¬ 
tal  plans,  it  is  not  the  intent  of  these 
rules  to  suggest  that  an  information  au¬ 
dit  can  be  carried  out  only  by,  or  with 
the  approval  of,  a  State.  Parties  desiring 
to  assess  modifications  for  saving  energy- 
in  their  buildings  or  industrial  plants 
may  consider  this  regulation  as  providing 
useful  guidelines  for  making  such  assess¬ 
ments. 

The  proposed  guidelines  for  supple¬ 
mental  plans  provide  that  Class  B  or  C 
audits  shall  be  available  to  all  individ¬ 
uals  who  are  occupants  of  residential 
dwelling  units  in  the  State  at  no  direct 
cost  to  those  persons.  Furthermore,  the 
proposed  guidelines  require  that  no  Fed¬ 
eral  financial  assistance  provided  for  a 
supplemental  plan  be  used  to  pay  audi¬ 
tors  to  perform  Class  A  energy  audits. 

FEA  wishes  to  provide  each  State  with 
the  maximum  latitude  and  will  not  re¬ 
quire  the  stringent  procedures  prescribed 
for  verification  audits.  However,  prior  to 
issuance  of  a  grant,  a  State’s  procedures 
shall  be  included  in  its  supplemental  plan 
submitted  to  FEA  for  review  and  ap¬ 
proval. 

V.  Verification  Audits 

Proposed  subpart  C  prescribes  guide¬ 
lines  for  building  and  industrial  process 
verification  audits.  A  verification  audit 
provides  detailed  analysis  of  the  changes 
in  energy  use  and  costs  likely  to  result 
from  the  implementation  of  modifica¬ 
tions.  All  audits  carried  out  for  the  pur¬ 
poses  set  forth  in  proposed  9  450.2,  with 
the  exception  of  audits  carried  out  as 
elements  of  supplemental  plans,  will  be 
of  the  verification  audit  type,  although  a 
State  may  choose  to  prescribe  the  use  of  a 
verification  audit  in  its  supplemental 
plan,  if  desired. 

FEA  shall  use  the  findings  of  a  verifi¬ 
cation  audit  to  determine  that  a  site- 
specific  application  of  a  modification 
which  is  not  an  approved  energy  measure 
meets  the  requirements  for  an  energy 
measure.  An  energy  measure  is  “ap¬ 
proved”  if  it  is  on  a  list  of  energy  meas¬ 
ures  published  by  FEA  pursuant  to  Sec¬ 
tion  365(e)  (1)  of  the  Energy  Policy  and 
Conservation  Act.  A  verification  audit 
may  also  be  required  by  FEA  or  other 
Federal  agencies  in  the  administration  of 
a  particular  Federal  program.  If  Federal 
programs  are  developed  to  foster  the  in¬ 
stallation  of  energy  measures,  the  ad¬ 
ministering  Federal  agency  may  use  an 
energy  audit  to  provide  an  appropriate 
analysis  of  the  costs,  energy  use  changes 
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and  energy  cost  changes  associated  with 
a  particular  modification  to  an  existing 
building  or  industrial  plant. 

A  verification  audit  shall  be  site -spe¬ 
cific,  performed  as  prescribed  In  proposed 
5  450.21,  conducted  by  an  auditor  who  Is 
qualified  In  accordance  with  proposed 
i  450.22,  and  conducted  at  no  cost  or  at  a 
reasonable  cost  to  the  owner,  operator  or 
occupant  of  a  building  or  Industrial  plant 
as  provided  In  proopsed  §  450.23.  A  dis¬ 
tinction  Is  made  between  a  verification 
audit  of  a  building  and  that  of  an  Indus¬ 
trial  process,  where  appropriate. 

Proposed  §  450.21  prescribes  require¬ 
ments  for  (a)  describing  the  energy  con¬ 
sumption  of  a  building  system  or  Indus¬ 
trial  process  system  before  Implementing 
a  modification;  (b)  considering  the  ef¬ 
fects  of  modifications  which  will  result  In 
reducing  energy  costs;  (c)  computing  the 
costs  of  purchasing  and  installing  a 
modification  and  the  resulting  energy 
savings,  Improvements  In  the  efficiency 
of  energy  use,  and  energy  cost  savings; 
and  (d)  reporting  on  the  findings  of  a 
verification  audit. 

A.  SCOPE  OF  REPORTING  REQUIREMENTS 

The  reporting  requirements  for  a  veri¬ 
fication  audit  are  not  designed  to  povlde 
proof  that  the  measure  which  Is  the  sub¬ 
ject  of  the  audit  is  the  most  cost-effective 
option  available.  Such  a  requirement 
would  be  burdensome,  costly,  and  time- 
consuming.  Instead,  proposed  $  450.21(b) 
(3)  requires  that  the  audit  Identify  all 
modifications  considered  as  an  alterna¬ 
tive  to  the  modification  which  Is  the  sub¬ 
ject  of  the  audit. 

More  explicitly,  there  Is  a  further  rea¬ 
son  for  choosing  not  to  require  a  detailed 
assessment  of  alternative  modifications 
that  might  reduce  energy  consumption. 
FEA  has  no  desire  to  set  up  an  appli¬ 
cation  and  review  process  that  would  re¬ 
quire  complex  Federal  supervision,  Im¬ 
pose  higher  costs  by  prescribing  that  an 
open-ended  number  of  options  be  ana¬ 
lyzed  and  reported  on  using  rigorously 
defined  procedures,  and  increase  the  like¬ 
lihood  of  delay. 

By  requiring  that  the  audit  identify 
other  modifications  that  have  been  con¬ 
sidered,  FEA  assumes  that  there  will  have 
been  appropriate  consideration  of  other 
modifications  in  any  event. 

FEA  Is  particularly  interested  in  re¬ 
ceiving  comments  on  the  proposal  In 
{  450.21(b)  (1)  that  only  the  measure 
being  considered  undergo  detailed  anal¬ 
ysis  in  a  verification  audit. 

The  verification  audit  procedures  are 
not  intended  to  prescribe  a  methodology 
for  conducting  a  sophisticated  cash  flow 
analysis  that  will  determine  for  each 
building  or  industrial  plant  whether  the 
Installation  of  the  particular  modifica¬ 
tion  would  be  a  prudent  management  de¬ 
cision.  Verification  audit  procedures  are 
intended  solely  to  provide  a  consistent 
technique  to  assess  the  cost  and  energy 
savings  of  energy  measures  consistent 
with  FEA  determinations  discussed  In 
proposed  §  450.4. 

This  approach  has  been  taken  not  only 
because  it  Is  Impossible  to  develop  a 
general  methodology  that  would  be  ap¬ 


propriate  lit  all  cases  but  also  due  to  a 
variety  of  statutory  requirements  re¬ 
garding  the  analytical  approach.  For  ex¬ 
ample,  the  Act  provides  that  the  reduced 
energy  costs  should  be  sufficient  to  re¬ 
cover  the  total  cost  of  purchasing  and 
Installing  the  measure  without  regard  to 
any  tax  benefits.  Clearly,  from  a  business 
standpoint,  the  prudent  manager  will 
consider  the  tax  Implications  of  Imple¬ 
mentation.  Therefore,  some  financial 
analysis  in  addition  to  the  verification 
audit  will  be  necessary  for  an  appropri¬ 
ate  evaluation  of  the  financial  sound¬ 
ness  of  Implementation  of  a  modification. 

B.  PURCHASE  AND  INSTALLATION  COSTS 

Section  431  of  the  Act  specifies  that 
for  a  modification  to  be  eligible  for  desig¬ 
nation  as  an  energy  measure,  It  must  be 
established  that  the  modification  is 
likely  “to  reduce  energy  costs  •  •  •  in  an 
amount  sufficient  •  •  •  to  recover  the 
total  costs  of  purchasing  and  Installing 
such  measure  •  •  *.” 

Under  proposed  $  450.21(d)  (1)  FEA 
proposed  to  Include  In  the  total  costs  of 
purchasing  and  Installing  a  modification 
the  costs  associated  with  purchasing  and 
Installing  it,  Including  principal  and  In¬ 
terest  payments  on  debt  Incurred,  less 
the  salvage  value  of  any  equipment  being 
replaced.  Also  Included  are  the  costs  of 
purchasing  and  installing  those  replace¬ 
ments  of  significant  components  and 
parts  necessary  to  the  achievement  of  the 
modification’s  attributed  life,  less  the 
costs  of  replacing  existing  equipment  or 
Its  significant  components  which  would 
have  been  required — over  the  modifica¬ 
tion’s.  attributed  life — had  the  modifica¬ 
tion  not  been  Installed.  FEA  Includes  the 
cost  of  replacing  significant  components 
and  parts  (e.g.,  the  compressor  on  a  heat 
pump)  as  these  replacement  components 
then  become  Integral  parts  of  the  In¬ 
stalled  modification. 

Not  Included  In  total  costs  are  the  op¬ 
eration  and  maintenance  costs  associated 
with  a  modification  as  compared  to  those 
which  would  have  been  Incurred  had  the 
modification  not  been  Implemented.  If 
changes  in  maintenance  costs  associated 
with  the  modification  were  to  be  exces¬ 
sive  (e.g.,  greater  than  2  percent  of  the 
purchase  and  Installation  costs  for  each 
year  of  the  attributed  life  of  the  modifi¬ 
cation)  ,  their  omission  could  distort  the 
cost  computations.  However,  it  would  be 
very  difficult  to  prescribe  the  nature  of 
those  changes  which  should  be  analyzed 
and,  in  some  cases,  to  conduct  this  anal¬ 
ysis  as  part  of  a  verification  audit.  FEA 
proposes  not  to  require  consideration  of 
normal  operation  and  maintenance  costs 
in  the  conduct  of  an  energy  audit. 

FEA  proposes  a  computational  tech¬ 
nique  that  will  adequately  account  for 
the  items  in  total  costs.  The  technique 
requires  the  conversion  to  present  values 
of  total  costs  and  the  future  energy  cost 
savings  resulting  from  the  modification. 
The  present  values  of  costs  are  sub¬ 
tracted  from  the  present  values  of  energy 
savings  to  determine  the  net  present 
value  of  implementing  the  modification. 

FEA  proposes  to  use  a  simple  standard 
net  present  value  (NPV)  technique  to 


determine  whether  the  reductions  in  en¬ 
ergy  costs  are  sufficient  to  recover,  within 
its  attributed  life,  the  total  cost  of  im¬ 
plementing  the  modification,  as  defined 
in  this  part.  The  present  value  of  the  sav¬ 
ings  minus  the  present  value  of  the 
costs  gives  the  NPV  of  the  Investment. 
The  requirement  for  qualification  of  a 
modification  as  an  energy  measure  would 
be  met  if  the  NPV  is  not  negative  for  the 
energy  measure’s  attributed  life. 

Estimated  replacement  component 
costs  and  the  value  of  energy  savings 
will  be  expressed  in  constant  dollars,  us¬ 
ing  the  same  base  year  as  used  in  Ap¬ 
pendix  A,  FEA's  latest  projections  of  en¬ 
ergy  prices.  To  convert  a  future  cost  sav¬ 
ings  to  present  value,  the  method  uses 
a  discounting  rate  of  10  percent,  a  rate 
which  represents  an  estimate  of  the  aver¬ 
age  rate  of  return  on  private  investment, 
before  taxes  and  after  inflation  as  dis¬ 
cussed  in  OMB  Circular  No.  A -94,  Re¬ 
vised,  March  27,  1972.  Principal  and  in¬ 
terest  payments  in  any  time  period 
should  be  treated  just  as  any  other 
costs  to  be  paid  in  that  time  period  and 
discounted  to  their  present  value  using 
the  10  percent  discounting  rate. 

This  technique  can  be  used  by  anyone 
with  an  understanding  of  calculating  the 
net  present  value  of  future  expenditures 
and  savings.  It  obviates  the  use  of  un¬ 
certain  projections  of  inflationary  or  de¬ 
flationary  trends.  It  permits  use  of  fu¬ 
ture  fuel  prices  and  estimated  component 
and  labor  costs,  and  Interest  costs.  The 
auditor  calculating  costs  thus  has  a 
standard  method  to  use  in  calculating 
net  present  value.  The  use  of  a  10  per¬ 
cent  discounting  rate  is  the  normal  Fed¬ 
eral  procedure  for  comparing  receipts 
and  costs  that  will  occur  at  different 
times.  Accordingly  FEA  feels  Its  ap¬ 
proach  is  both  valid  and  appropriate. 

An  alternative  technique  considered 
for  calculating  whether  a  modification 
would  meet  the  cost  recovery  require¬ 
ments  was  the  use  of  a  variation  of  the 
simple  payback  technique.  This  would 
have  compared  the  total  energy  cost  sav¬ 
ings  (in  constant,  but  not  discounted, 
dollars)  over  the  modification’s  attrib¬ 
uted  life  to  the  modification’s  installa¬ 
tion  costs,  as  adjusted  by  a  factor  to  ac¬ 
count  for  interest  accrued  for  debt  incur¬ 
red  to  install  it.  It  would  have  varied 
from  the  usual  payback  approach  In  that 
it  would  not  result  in  an  estimate  of  the 
actual  payback  period. 

The  adjusted  costs  would  be  calculated 
by  adding  the  equal  annual  payments 
which  would  have  accrued  had  a  real 
rate  of  interest  been  applied  to  the  prin¬ 
cipal  amount  of  the  loan  over  its  life.  For 
example,  for  a  real  rate  of  interest  of  5 
percent  on  a  four  year,  $10,000  loan,  the 
adjusted  amount  would  have  been  $11,280 
=4 x$ 10,000x282  (.282  Is  the  capital  re¬ 
covery  factor  for  a  5  percent,  four  year 
loan) . 

This  technique  has  the  advantages  of 
giving  explicit  consideration  to  interest 
costs  and  not  requiring  the  year-by-year 
discounting  of  future  costs  and  benefits. 
However,  because  this  approach  does  not 
account  for  the  time  costs  of  money  and 
is  Inconsistent  with  standard  business 
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and  Federal  Government  practices  for 
comparing  alternative  investments,  it 
is  not  being  proposed. 

FEA  also  considered  the  use  of  other 
rates,  either  for  the  purpose  of  discount¬ 
ing  future  cost  savings  or  for  adjusting 
installation  costs. 

Consideration  was  given  to  using  5 
percent  so  that  relatively  long-lived 
modifications  might  qualify  as  energy 
measures,  or  allowing  the  use  of  differ¬ 
ent  rates  depending  on  whether  the  mod¬ 
ifications  were  to  be  installed  in  an  in¬ 
dustrial  plant,  commercial  or  residential 
building,  or  a  single  family  dwelling. 
However,  the  use  of  a  lower  discount 
rate  would  be  inconsistent  with  the  rate 
used  in  conjunction  with  Federal  pro¬ 
grams  and  would  not  properly  reflect  the 
return  on  investment  normally  expected 
in  the  private  sector.  The  use  of  different 
rates  of  discount  for  different  sectors, 
FEA  felt,  would  result  in  needless  com¬ 
plication  and  lead  to  inconsistencies.  For 
example,  the  same  modification  might 
qualify  as  an  energy  measure  for  one 
business  use  and  be  ineligible  for  an¬ 
other  even  if  the  energy  savings  were 
identical  for  both  applications. 

FEA  is  particularly  interested  in  re¬ 
ceiving  comments  on  those  cost  ltejns 
proposed  for  consideration  in  the  calcu¬ 
lation  of  total  purchase  and  installation 
costs;  the  possible  inclusion  of  operating 
and  maintenance  costs  in  total  purchase 
and  installation  costs;  the  method  of 
comparing  costs  and  energy  cost  savings ; 
and  the  use  of  a  10  percent  rate  for  dis¬ 
counting  purposes  in  assessing  modifica¬ 
tions. 

c.  COMPUTATION  OF  ENERGY  CONSUMPTION 
PATTERNS 

In  establishing  improvements  in  en¬ 
ergy  efficiency,  FEA  has  specified  in  pro¬ 
posed  9  450.21(b)(4)  that  they  will  be 
determined  by  comparing  the  projected 
annual  energy  consumption,  by  fuel  type, 
which  would  occur  if  the  modification 
were  implemented  to  that  which  would 
occur  if  the  modification  were  not  im¬ 
plemented.  The  level  of  conversion  from 
depletable  to  nondepletable  energy  re¬ 
sources  will  be  calculated  by  subtracting 
the  amount  of  depletable  energy  con¬ 
sumed  with  the  modification  from  the 
amount  which  is  projected  to  be  con¬ 
sumed  without  it.  These  calculations  will 
be  made  for  each  year  of  the  attributed 
life  of  the  modification. 

FEA  recognizes  that  implementation 
of  other  modifications  for  which  Fed¬ 
eral  program  approval  is  not  requested 
may  affect  the  magnitude  of  the  con¬ 
sumption  changes  resulting  from  imple¬ 
mentation  of  the  modification  for  which 
the  audit  is  being  conducted.  For  ex¬ 
ample.  if  in  addition  to  a  new  furnace, 
which  is  the  subject  of  an  audit,  an 
owner  plans  to  Install  insulation,  the 
effect  of  such  insulation  must  be  ac¬ 
counted  for  when  calculating  the 
amount  of  energy  which  would  be  con¬ 
sumed  with  and  without  the  furnace. 
Therefore,  FEA  is  requiring  that,  for 
verification  audits,  other  modifications 
to  be  implemented  be  identified  and  de¬ 
scribed.  All  such  modifications  must  be 


taken  into  account  as  prescribed  by  this 
part  in  making  projections  of  future  en¬ 
ergy  consumption. 

'  FEA  rejected  the  alternative  approach 
of  basing  projected  consumption  with¬ 
out  the  subject  modification  on  current 
conditions  and  comparing  it  to  that 
which  would  occur  if  the  subject  modi¬ 
fication  were  implemented  in  combina¬ 
tion  with  other  modifications.  While 
this  approach  has  the  advantage  of  be¬ 
ing  easy  to  apply,  it  would  not  allow  a 
valid  determination  of  the  savings  that 
are  a  direct  result  of  implementing  the 
subject  modification  and,  therefore, 
would  not  provide  for  a  valid  determina¬ 
tion  of  whether  that  modification  meets 
the  requirements  for  designation  as  an 
energy  measure  or  other  program  re¬ 
quirements. 

However.  FEA.  in  its  discretion  with 
respect  to  a  particular  program,  may 
consider  cumulative  energy  savings  of 
all  modifications  to  be  undertaken  in 
determining  whether  to  provide  Federal 
financial  assistance.  FEA  does  not  seek 
to  create  any  disincentives  to  the  imple¬ 
mentation  of  energy  measures  through 
private  initiative,  but  endeavors  to  en¬ 
courage  such  actions. 

FEA  is  particularly  interested  in  re¬ 
ceiving  comments  on  its  proposed  tech¬ 
nique  in  §  450.21(b)  for  calculating  the 
changes  in  energy  consumption  patterns 
attributable  to  the  modification  which  is 
the  subject  of  a  verification  audit. 

VI.  Cost  of  Energy  Audits 

The  Act  requires  that  these  rules  as¬ 
sure  that  energy  audits  carried  out  pur¬ 
suant  to  its  provisions  impose  (1)  no  di¬ 
rect  costs  upon  individuals  who  are 
occupants  of  dwelling  units  in  any  State 
having  a  supplemental  plan  and  (2)  only 
reasonable  costs,  as  determined  by  FEA, 
with  respect  to  other  persons.  For  infor¬ 
mation  audits,  proposed  9  450.14(a),  and 
for  verification  audits,  proposed  §  450.23 
<  a) ,  require  that  an  energy  audit  be  con¬ 
ducted  at  no  direct  cost  to  the  occupant 
of  a  dwelling  unit. 

With  respect  to  an  information  audit 
performed  for  other  parties,  proposed 
§  450.14(b)  provides  that  the  cost  shall 
not  exceed  7  percent  of  the  annual  fuel 
bill.  However,  a  State  may  prescribe  pro¬ 
cedures  which  would  permit  a  greater 
percentage  in  exceptional  circumstances. 
FEA  is  concerned  that  financial  assist¬ 
ance  for  supplemental  plans  earmarked 
to  encourage  development  and  use  of 
energy  audits  be  prudently  expanded. 
Imposing  additional  restrictions  upon  a 
State  with  respect  to  cost  of  audits  or 
type  of  audits  was  considered.  At  this 
time,  however,  no  additional  restrictions 
are  imposed  to  encourage  innovation  and 
local  initiative,  except  that  the  supple¬ 
mental  guidelines  prohibit  payment  of 
auditors  carrying  out  Class  A  audits  with 
program  funds  provided  through  Federal 
financial  assistance. 

Proposed  $  450.23(b)~limits  reasonable 
costs  erf  verification  audits  conducted  for 
parties  other  than  those  covered  by  pro¬ 
posed  5  450.23(a)  to  no  more  than  7  per¬ 
cent  of  the  annual  cost  of  energy  used 
in  the  building  or  industrial  plant,  except 
in  those  cases  where  FEA  finds,  on  the 


basis  of  case-by-case  review,  that  the  au¬ 
dited  building  or  industrial  plant  ex¬ 
hibits  truly  unique  or  unusually  complex 
characteristics. 

In  developing  this  standard  for  reason¬ 
able  cost,  FEA  considered  the  options  of 
relating  reasonable  cost  to  (1)  the  quali¬ 
fications  of,  and  time  spent  by,  the  per¬ 
sons  involved  in  conducting  the  audits. 
(2)  the  complexity  of  the  building  or 
industrial  process  being  audited,  (3)  the 
amount  of  energy  cost  savings  to  be  de¬ 
rived  from  implementing  the  audit’s 
findings,  and  (4)  the  cost  of  implement¬ 
ing  its  recommendations. 

FEA  does  not  believe  that  sufficient  in¬ 
formation  currently  exists  to  develop  a 
reasonable  fee  structure  for  persons  hav¬ 
ing  certain  qualifications  or  to  estimate 
the  time  required  for  individual  audits. 
Therefore,  in  addition  to  its  reluctance 
to  prescribe  guidelines  that  could  be  in¬ 
terpreted  as  a  fee  schedule,  FEA  has  de¬ 
termined  that  basing  reasonable  cost 
determinations  on  the  level  of  profes¬ 
sional  effort  is  not  possible  at  the  present 
time. 

For  a  similar  reason,  i.e.,  the  lack  of 
adequate  information  regarding  the 
costs  and  results  of  energy  audits  for 
buildings  and  industrial  plants  of  vary¬ 
ing  types  and  complexity,  it  is  not  pos¬ 
sible  to  relate  reasonable  costs  to  the 
characteristics  of  a  building  or  indus¬ 
trial  plant. 

Finally.  FEA  does  not  support  a  cri¬ 
terion  that  would  define  reasonable  cost 
in  terms  of  the  audit’s  findings  regard¬ 
ing  savings  to  be  achieved  or  the  cost  of 
implementation  of  an  energy  measure. 
The  use  of  this  type  of  criterion  would 
not  be  conducive  to  sound  business  prac¬ 
tice  because  the  cost  of  the  auditor’s 
services  would  be  undetermined  until 
after  such  services  were  provided. 

Instead,  the  regulation  specifies  that 
the  cost  of  the  audit  will  be  “reasonable” 
for  purposes  of  the  Act  if  it  does  not 
exceed  7  percent  of  the  annual  cost  of 
energy  used  in  the  building  or  industrial 
plant  to  be  modified.  This  determination 
is  based  on  knowledge  regarding  a  num¬ 
ber  of  audits  that  have  been  conducted 
on  various  types  of  facilities,  most  of 
which  cost  less  than  5  percent  of  the 
annual  energy  costs.  However,  because 
there  are  isolated  instances  in  which  the 
costs  exceeded  5  percent  and  because 
the  cases  for  which  information  is  avail¬ 
able  cannot  be  held  as  representative 
of  all  possible  energy  audit  applications, 
a  figure  of  7  percent  is  used.  By  holding 
7  percent  as  an  upper  bound,  the  regu¬ 
lation  encourages  parties  seeking  an  en¬ 
ergy  audit  to  use  careful  judgment  in 
selecting  the  auditor,  defining  the  scope 
of  the  audit,  and  negotiating  the  final 
cost  with  the  auditor.  By  allowing  for 
exceptions  to  this  upper  limit  based  on 
FEA’s  finding  that  the  facility  being 
audited  exhibits  unique  or  unusually 
complex  characteristics,  FEA  recognizes 
the  probability  of  isolated  cases  in  which 
the  conduct  of  a  technically  sound  audit 
imposes  costs  greater  than  7  percent  of 
the  annual  energy  costs. 

FEA  is  particularly  interested  In  re¬ 
ceiving  comments  on  the  proposed  ap- 
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proach  to  reasonable  costs  In  §  450.14  and 
5  450.23. 

VH.  Qualifications  or  Auditors 

The  States  are  given  considerable  dis¬ 
cretion  In  developing  standards  by  which 
a  person  will  be  designated  as  qualified 
to  conduct  Class  A  Information  audits 
of  various  types  of  buildings  and  Indus¬ 
trial  plants,  subject  to  the  approval  of 
FEA.  The  regulation  does  prescribe  spe¬ 
cific  qualifications  for  a  person  who 
wishes  to  conduct  a  verification  audit. 
Proposed  §  450.22  requires  that  to  be 
considered  qualified  to  conduct  a  verifi¬ 
cation  audit,  a  person  must  either  (1)  be 
licensed  as  a  professional  engineer  or 
architect  by  the  State  in  which  the  audit 
is  performed,  or  (2)  have  an  engineer¬ 
ing  degree  from  an  accredited  college  or 
university  plus  four  years  of  relevant 
experience. 

Two  other  options  were  considered.  On 
the  one  hand,  FEA  could  have  stipulated 
that  only  licensed  professional  engineers 
and  architects  are  qualified  to  conduct 
verification  audits.  It  was  decided,  how¬ 
ever,  that  this  would  be  too  restrictive 
to  be  used  in  connection  with  Federal 
programs  which  are  intended  to  accel¬ 
erate  the  adoption  of  energy  measures. 
Thus,  it  was  decided  to  allow  graduates 
of  accredited  engineering  schools  to  con¬ 
duct  verification  audits  if  they  have  ex¬ 
perience  relevant  to  the  building  or  in¬ 
dustrial  plant  being  audited  and  are 
willing  to  certify  to  this  effect  in  the 
report  of  an  audit. 

The  other  option  considered  was  the 
establishment  of  procedures  for  FEA 
accreditation  of  persons  authorized  to 
conduct  verification  audits,  combined 
with  a  Federal  training  program  to 
assure  a  supply  of  such  approved 
auditors. 

This  was  considered  inappropriate  be¬ 
cause  it  would  require  the  Federal  Gov¬ 
ernment  to  expend  resources  establishing 
a  potentially  cumbersome  accreditation 
program  that  would  duplicate  many  of 
the  professional  accreditation  procedures 
that  currently  exist  at  the  State  level; 
and,  in  the  short  term,  would  inhibit  the 
conduct  of  verification  audits  because  of 
the  time  required  to  design  and  imple¬ 
ment  such  accreditation  procedures. 

FEA  is  particularly  interested  in  re¬ 
ceiving  comments  on  whether  the  two 
classes  of  persons  described  in  proposed 
§  450.22(a),  or  others,  should  be  deemed 
qualified  to  conduct  verification  audits 
and  on  procedures  which  could  be  used 
to  screen  the  qualifications  of  persons  in 
any  other  classes. 

vm.  Conflict  of  Interest 

With  respect  to  Class  A  information 
audits,  a  State  shall  provide  conflict  of 
Interest  procedures  as  part  of  its  supple¬ 
mental  plan,  subject  to  FEA  approval. 

With  respect  to  a  verification  audit, 
proposed  §  450.22(c)  requires  the  dis¬ 
closure  by  an  auditor  of  any  significant 
financial  interest  held  by  the  auditor  and 
his  or  her  spouse  or  children,  in  the 
manufacturing  (including  manufactur¬ 
ing  of  major  components),  marketing, 
Installing  or  servicing  of  the  modifica¬ 


tion,  or  in  the  ownership  or  operation  of 
the  building  or  Industrial  plant,  that  is 
the  subject  of  the  audit.  The  regulation 
also  Identifies  the  financial  interests  that 
FEA  considers  significant. 

The  regulation  further  requires  that 
the  disclosure  be  made  in  writing  to  the 
person  for  whom  the  verification  audit  is 
to  be  performed  before  the  audit  is  be¬ 
gun.  Furthermore,  a  copy  of  the  dis¬ 
closure  statement  is  to  accompany  the 
submission  of  an  audit  report  to  the  Fed¬ 
eral  Government,  which  may  rely  on  its 
contents.  Proposed  5  450.22(e)(2)  re¬ 
quires  that  the  auditor  certify  In  the 
audit  report  that  the  auditor  has  made 
a  full  written  disclosure  of  significant 
financial  interests  to  his  client. 

The  disclosure  statement  will  alert 
both  the  person  for  whom  the  audit  Is 
performed,  and  any  Federal  agency 
which  may  consider  the  audit  report,  to 
the  possibility  that  an  auditor’s  findings 
may  be  Influenced  by  personal  financial 
Interests.  However,  FEA  is  proposing  not 
to  prohibit  an  auditor  who  has  a  signifi¬ 
cant  financial  Interest  from  performing 
a  verification  audit. 

Although  such  a  prohibition  would 
guarantee  preparation  of  the  audit  by  a 
disinterested  auditor,  there  are  certain 
countervailing  considerations.  One  con¬ 
sideration  Is  that  this  could  limit  the 
number  of  people  qualified  to  perform 
audits.  The  persons  most  highly  skilled 
and  qualified  may  already  be  associated 
with  financial  Interests  in  the  field  of 
energy  conservation  or  with  the  man¬ 
agement  of  the  building  or  plant  being 
audited.  Any  Federal  energy  conserva¬ 
tion  programs  in  connection  with  which 
audits  are  to  be  performed  will  be  In¬ 
tended  to  accelerate  the  adoption  of  en¬ 
ergy  measures,  and  this  prohibition 
could  work  to  delay  or  deter  businesses 
from  implementing  energy  measures. 

Another  consideration  Is  that  busi¬ 
ness  enterprises  which  are  engaged  in 
the  manufacturing,  marketing,  Installing 
or  servicing  of  a  particular  energy  meas¬ 
ure  might  be  willing  to  perform  audits 
for  a  client  at  a  reduced  cost  or  at  no 
cost.  A  financial  Interest  prohibition 
might  discourage  some  persons  from  ap¬ 
plying  to  participate  in  a  Federal  pro¬ 
gram  for  fostering  the  Implementation 
of  energy  measures  because  they  may 
not  be  able  or  willing  to  pay  for  an  audit 
when  there  Is  no  certainty  that  their  ap¬ 
plications  will  be  approved. 

FEA  also  considered  the  question  of 
whether  to  require  disclosure  of  financial 
interests  held  by  members  of  the  audi¬ 
tor’s  family,  and  if  so,  which  members. 
FEA  has  decided  that  it  is  desirable  to 
hold  an  auditor  responsible  for  disclosure 
of  the  financial  interests  of  a  spouse  or 
child  on  the  ground  that  it  is  highly 
probable  their  financial  Interests  are 
known  to  the  auditor  and  on  the  ground 
that,  if  the  auditor  does  not  know,  the 
information  needed  to  comply  with  this 
part  can  easily  be  obtained. 

Another  alternative  that  FEA  con¬ 
sidered  was  whether  a  financial  interest 
in  a  business  enterprise  engaged  in  the 
manufacturing,  marketing,  Installing  or 
servicing  of.  an  energy  measure  other 


than  the  energy  measure  which  is  the 
subject  of  the  audit  should  be  required 
to  be  disclosed.  This  alternative  was  not 
adopted  on  the  ground  that  there  would 
most  likely  be  no  conflict  of  interest  in 
that  case. 

FEA  also  considered  the  question  of 
whether  to  exclude  from  the  disclosure 
requirement  a  financial  Interest  in  a 
business  enterprise  in  which  less  than  a 
certain  percentage  of  gross  receipts  is 
generated  by  sales  or  services  related  to 
the  energy  measure  which  is  the  subject 
of  the  audit.  This  alternative  was  not 
adopted  because  its  application  is  not 
quantifiable.  For  example,  a  manufac¬ 
turer  entering  Into  production  of  a  new 
energy  measure  may  have  no  gross  re¬ 
ceipts  whatsoever  with  respect  to  sale 
of  the  energy  measure. 

However,  the  manufacturer's  interest 
in  promoting  the  sale  of  the  energy  meas¬ 
ure  may,  at  the  very  least,  be  considered 
to  be  significant. 

FEA  is  particularly  interested  in  re¬ 
ceiving  comments  on  whether  otherwise 
qualified  individuals  having  the  types 
of  financial  Interests  described  in  pro¬ 
posed  5  450.22(b),  or  others,  should  be 
prohibited  from  performing  verification 
audits. 

IX.  Certification  in  Verification 
Audit  Report 

Proposed  i  450.22(e)  requires  that  the 
auditor,  as  part  of  a  verification  audit 
report,  certify  that  he  is  qualified  to 
perform  the  audit,  has  made  a  full  dis¬ 
closure  of  financial  Interest,  has  con¬ 
ducted  the  audit  In  accordance  with  the 
regulation,  and  has  accurately  described 
the  findings  In  the  report.  In  addition, 
the  auditor  must  Indicate  an  under¬ 
standing  that  the  report  may  be  sub¬ 
mitted  to  an  agency  of  the  Federal 
Government  for  official  action.  Any 
false  representations  or  concealment  of 
material  facts  In  the  areas  certified  to 
may  subject  the  auditor  to  criminal 
prosecution  under  18  U5.C.  Section  1001. 
Conviction  under  this  criminal  provision 
is  punishable  by  a  fine  of  not  more  than 
$10,000  or  imprisonment  for  not  more 
than  five  years,  or  both. 

X.  Comment  Procedure 

A.  WRITTEN  COMMENT  PROCEDURES 

Interested  persons  are  invited  to 
participate  in  this  rulemaking  by  sub¬ 
mitting  data,  views,  or  arguments  with 
respect  to  the  proposed  rules  set  forth 
in  this  notice  to  Executive  Communica¬ 
tions,  Room  3309,  Federal  Energy  Ad¬ 
ministration,  Box  LQ,  Washington,  D.C. 
20461. 

Comments  should  be  identified  on  the 
outside  of  the  envelope  and  on  docu¬ 
ments  submitted  to  FEA  Executive 
Communications  with  the  designation 
“Proposed  Energy  Audit  Regulation." 
Fifteen  copies  should  be  submitted.  All 
comments  received  by  May  13,  1977,  be¬ 
fore  4:30  pm.,  e.d.t.,  and  all  other 
relevant  Information,  will  be  considered 
by  FEA  before  final  action  Is  taken  re¬ 
garding  the  proposed  regulation. 

Any  information  or  data  considered  by 
the  person  furnishing  It  to  be  confl- 
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dential  must  be  so  identified  and  sub¬ 
mitted  in  writing,  one  copy  wily.  PEA 
reserves  the  right  to  determine  the 
confidential  status  of  the  information  or 
data  and  to  treat  it  according  to  its 
determination. 

B.  PUBLIC  HEARINGS 

FEA  has  determined  that  in  addition 
to  holding  a  public  hearing  on  this  pro¬ 
posal  in  Washington,  D.C.,  it  will  hold 
public  hearings  in  Kansas  City,  Missouri 
&nd  San  Francisco,  California.  In  addi¬ 
tion,  FEA  will  welcome  oral  presentation 
on  this  proposal  at  the  public  hearings 
it  has  scheduled  in  each  of  the  10  FEA 
regions  on  its  proposed  supplemental 
State  energy  conservation  plan  guide¬ 
lines.  The  schedule  for  these  hearings, 
which  will  occur  between  April  19,  1977 
and  April  23,  1977,  was  published  along 
with  the  proposed  guidelines  in  the 
Federal  Register,  42  FR  16150,  on  March 
25,  1977.  However,  written  comments 
shall  be  sent  to  Box  LQ  at  the  address 
provided  above  and  shall  be  identified 
with  the  designation  “Proposed  Energy 
Audit  Regulation.” 

1.  National  hearing.  The  Washington, 
D.C.,  hearing  (hereinafter  referred  to 
as  the  National  hearing)  will  be  held 
beginning  at  9:30  a.m.,  e.d.t..  May  10, 
1977,  at  2000  M  Street,  N.W.,  Room  2105, 
Washington,  D.C.  The  hearing  will  be 


3.  Request  procedure.  The  following 
request  procedures  are  applicable  to  both 
the  National  and  regional  hearings.  Per¬ 
sons  requesting  an  opportunity  to  make 
an  oral  presentation  will  submit  their 
written  requests  to  the  appropriate  ad¬ 
dress  for  the  region  in  which  they  wish 
to  appear.  Requests  should  be  labelled 
both  on  the  document  and  on  the  en¬ 
velope  “Energy  Audit  Hearing.” 

The  person  making  the  request  should 
briefly  describe  the  interest  concerned; 
if  appropriate,  state  why  she  or  he  is  a 
proper  representative  of  a  group  or  class 
of  persons  that  has  such  an  interest;  and 
give  a  concise  summary  of  the  proposed 
oral  presentation  and  a  phone  number 
where  she  or  he  may  be  contacted 
through  May  11,  1977,  for  regional  hear¬ 
ings  and  May  9,  1977,  for  the  National 
hearing.  Each  person  selected  to  be 
heard  will  be  notified  by  FEA  before  4:30 
pun.,  local  time,  May  9,  1977,  in  the  case 
of  the  regional  hearings  and  by  May  6, 
1977,  in  the  case  of  the  National  hear¬ 
ing.  Each  person  selected  to  be  heard 
must  submit  100  copies,  if  feasible,  of 
her  or  his  statement  to  the  Office  of 
Regulation  Development,  FEA,  Room 
2214,  2000  M  Street  NW„  Washington. 
D.C.,  before  9  a.m.,  e.d.t..  May  10,  1977, 
for  the  National  hearing  and  to  the  lo¬ 
cation  of  the  hearing  by  9  a.m.,  on  the 
day  the  statement  is  scheduled  to  be 
presented,  for  regional  hearings. 


continued,  if  necessary,  on  May  11, 1977. 
Any  person  who  has  an  interest  in  this 
proceeding  or  who  is  a  representative 
of  a  group  or  class  of  persons  that  has 
an  interest  in  this  proceeding  may  make 
a  written  request  for  an  opportunity  to 
make  an  oral  presentation.  Such  a  re¬ 
quest  should  be  directed  to  Executive 
Communcations,  FEA,  Room  3309,  Fed¬ 
eral  Building,  12th  and  Pennsylvania 
Avenue  NW..  Washington,  D.C.  20461, 
and  must  be  received  before  4:30  pun., 
e.d.t.,  on  April  25,  1977.  A  request  may 
be  hand-delivered  between  the  hours  of 
8  a.m.,  and  4:30  pm.,  Monday  through 
Friday.  Requests  should  be  submitted 
in  accordance  with  the  “Request  Pro¬ 
cedures”  set  forth  below. 

2.  Regional  hearings.  Both  of  the  re¬ 
gional  hearings  will  be  held  beginning 
at  9:30  a.m.,  local  time,  on  the  dates 
and  at  the  locations  specified  below-. 

Any  person  who  has  an  interest  in 
this  proceeding  or  who  is  a  representa¬ 
tive  of  a  group  or  class  of  persons  that 
has  an  interest  may  make  a  written  re¬ 
quest  for  an  opportunity  to  make  an  oral 
presentation.  Such  a  request  should  be 
directed  to  FEA  at  the  address  given 
below  for  the  appropriate  region,  and  in 
accordance  with  the  “Request  Proce¬ 
dures”  set  forth  below.  Requests  must 
be  received  before  4:30  p.m.,  local  time, 
on  April  27, 1977. 


4.  Hearing  procedures.  FEA  reserves 
the  right  to  select  the  persons  to  be  heard 
at  these  hearings,  to  schedule  their  re¬ 
spective  presentations  and  to  establish 
the  procedures  governing  the  conduct 
of  the  hearings.  The  length  of  each  pre¬ 
sentation  may  be  limited,  based  on  the 
number  of  persons  requesting  to  be 
heard. 

An  FEA  official  will  be  designated  to 
preside  at  the  hearings.  These  will  not  be 
judicial  or  evidentiary-type  hearings. 
Questions  may  be  asked  only  by  those 
conducting  the  hearings.  At  the  conclu¬ 
sion  of  all  initial  oral  statements,  each 
person  who  has  made  an  oral  statement 
will  be  given  the  opportunity,  if  she  or  he 
desires,  to  make  a  supplemental  state¬ 
ment  which  will  be  given  in  the  order  in 
which  the  initial  statements  were  made 
and  will  be  subject  to  time  limitations. 

Any  person  attending  the  hearing  who 
wishes  to  ask  a  question  at  the  hearings 
may  submit  the  question,  in  writing,  to 
the  presiding  officer.  The  presiding  offi¬ 
cer  will  determine  whether  the  question 
is  relevant,  and  whether  the  time  limita¬ 
tions  permit  it  to  be  presented  for 
answer. 

Any  further  procedural  rules  needed 
for  the  proper  conduct  of  the  hearings 
will  be  announced  by  the  presiding 
officer. 

A  transcript  of  the  hearings  will  be 
made  and  the  entire  record  of  the  hear¬ 


ings,  including  the  transcript,  will  be  re¬ 
tained  by  FEA  and  made  available  for 
inspection  at  the  Freedom  of  Informa¬ 
tion  Office,  Room  2107,  Federal  Building, 
12th  and  Pennsylvania  Avenue  NW.. 
Washington,  D.C.,  between  the  hours  of 
8  a.m„  and  4:30  pan.,  Monday  through 
Friday.  Any  person  may  purchase  a  ennv 
of  the  transcript  from  the  reporter. 

XI.  Coordination  With  Outside  Par¬ 
ties,  Environmental  and  Inflation¬ 
ary  Review 

In  preparing  this  proposed  rulemak¬ 
ing,  issues  and  options  were  reviewed  not 
only  internally  within  FEA  but  also  by 
representatives  from  the  Energy  Re¬ 
search  and  Development  Administration, 
representatives  of  the  Department  of 
Housing  and  Urban  Development,  and 
representatives  of  the  Department  of 
Commerce,  including  the  National  Bu¬ 
reau  of  Standards. 

In  accordance  with  FEA’s  obligations 
under  the  National  Environmental  Pol¬ 
icy  Act  Of  1969  (NEPA)  (42  U.S.C.  4321 
et  seq.),  an  evaluation  of  the  potential 
environmental  impacts  of  designating 
rules  for  the  conduct  of  energy  audits  has 
been  prepared  hy  FEA.  No  “significant” 
environmental  impacts  have  been  identi¬ 
fied  as  defined  by  NEPA. 

As  required  by  Section  7(c)  (2)  of  the 
Federal  Energy  Administration  Act  of 
1974,  Pub.  L.  93-275,  a  copy  of  this  notice 
has  been  submitted  to  the  Administra¬ 
tor  of  the  Environmental  Protection 
Agency  (EPA)  for  his  comments  con¬ 
cerning  the  impact  of  this  proposal  on 
the  quality  of  the  environment.  The  Ad¬ 
ministrator  has  no  comments. 

Note. — The  proposal  has  been  reviewed  in 
accordance  with  Executive  Order  11831,  and 
OMB  Circular  Number  A-107.  Issued  Novem¬ 
ber  27,  1974,  and  has  been  determined  not  to 
be  a  major  proposal  requiring  an  evaluation 
of  its  Inflationary  Impact. 

In  consideration  of  the  foregoing,  it  is 
proposed  to  add  a  new  Part  450  to  Chap¬ 
ter  n  of  Title  10,  Code  of  Federal  Regu¬ 
lations,  as  set  forth  below. 

Issued  in  Washington,  D.C.,  April  8, 
1977. 

Eric  J.  Ftgi, 

Acting  General  Counsel. 
Federal  Energy  Administration. 

Subchapter  D.  Chapter  n  of  Title  10, 
Code  of  Federal  Regulations,  is  amended 
by  establishing  Part  450  as  follows: 

PART  450— ENERGY  AUDITS 

Subpart  A — General  Previsions 

Sec. 

450.1  Purpose  and  scope. 

460.2  Uses  of  energy  audits. 

450.3  Definitions. 

450.4  Qualifying  conditions. 

Subpart  B — information  Audits 

450.10  Purpose  and  scope. 

450.11  Classes  of  and  requirements  for  In¬ 

formation  audits. 

450.12  Contents  of  information  audits. 

450.13  Auditors. 

450.14  Cost  of  Information  audits. 


City  Hearing  Submit  requests  to  testify  to—  Hearing  location 

date 


Kansas  City,  Mo .  May  12  FEA,  1150  Grand  Ave.,  Kansas  Room  UO,  Federal  Bldg.,  601  East  12th 

City,  Mo.  64106.  8t.,  Kansas  City,  Mo. 

San  Francisco,  Calif...  May  13  FEA,  111  Pine  St.,  4th  floor,  San  EPA  conference  rooms  A  and  B,  2d  floor 
Francisco,  Calif.  94111.  100  California  St.,  San  Francisco,  C  alif.  ’ 
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Subpart  C — Verification  Audits 

Sec. 

450.20  Purpose  and  scope. 

450.21  Contents  of  verification  audits. 

450.22  Auditors. 

450.23  Cost  of  verification  audits. 

Author rTT :  Energy  Conservation  and  Pro¬ 
duction  Act,  Pub.  L.  94-385;  Energy  Policy 
and  Conservation  Act,  Pub.  L.  94-103;  Federal 
Energy  Administration  Act  of  1974;  as 
amended.  Pub.  L.  93-275  and  Pub.  L.  94-385; 
E.O.  11790,  39  PR  23185. 

Subpart  A — General  Provisions 
§  450.1  Purpose  and  scope. 

This  part  designates  the  types  of,  and 
requirements  for,  energy  audits  as  re¬ 
quired  by  the  Federal  Energy  Adminis¬ 
tration,  pursuant  to  Section  432(d)  of 
the  Energy  Conservation  and  Production 
Act,  Pub.  L.  94-385,  90  Stat.  1125  et  seq., 
which  adds  Section  365(e)  (2).  42  U.S.C. 
6325(e)(2),  to  the  Energy  Policy  and 
Conservation  Act,  42  U.S.C.  6201  et  seq. 
This  part  also  contains  the  projections 
of  future  energy  prices  which  shall  be 
used  in  calculating  the  changes  in  energy 
costs  which  will  result  from  installation 
of  a  particular  modification  in  a  build¬ 
ing  or  industrial  plant,  and  includes  the 
criteria  for  determining  whether  the  in¬ 
stallation  of  a  particular  modification 
meets  certain  requirements  of  the  Act 
for  designation  as  an  energy  measure. 

§  450.2  Use*  of  energy  audits.  ~ 

The  requirements  of  this  part  shall 
be  used — 

(a)  To  establish  minimum  require¬ 
ments  for  the  type  of  energy  audit  to 
be  carried  out  under  a  supplemental 
plan; 

(b)  To  measure  the  energy  and  cost 
savings  to  be  derived  from  the  instal¬ 
lation  or  implementation  of  an  energy 
measure;  and 

(c)  To  provide  a  process  to  identify 
a  modification  of  a  designated  building 
or  industrial  plant  as  an  energy  measure 
for  purposes  of  the  Act. 

§  450.3  Definitions. 

As  used  in  this  part — 

“Administrator"  means  the  Adminis¬ 
trator  of  the  Federal  Energy  Adminis¬ 
tration. 

“Appliance”  means  an  energy  consum- 
4ng  article  or  device  designed  for  house¬ 
hold  use  the  primary  purpose  of  which 
is  labor  saving  or  personal  convenience 
and  which,  although  connected  to  public 
utilities  servicing  the  building,  is  not  at¬ 
tached  to  a  building  such  that  it  would 
be  considered  part  of  the  building  or 
building  system;  for  example,  room  air 
conditioners,  room  heat  pumps,  room 
heaters,  refrigerators,  refrigerator- 
freezers,  clothes  washers  and  dryers, 
dish-washers,  kitchen  ranges  and  ovens, 
and  television  sets.  Energy  consuming 
articles  or  devices  not  classified  as  an 
appliance  and  considered  part  of  a 
building  or  building  system  include,  but 
are  not  limited  to  water  heaters,  central 
heat  pumps,  central  air  conditioners,  and 
central  heating  units. 

“Approved”  means,  with  respect  to  an 
energy  measure,  any  modification  which 
is  included  on  a  list  of  energy  measures 
published  by  FEA  pursuant  to  section 


365(e)(1),  42  U.S.C.  6325(e)(1),  of  the 
Energy  Policy  and  Conservation  Act. 

“Attributed  Life”  means,  with  respect 
to  an  energy  conservation  measure,  the 
time  period  which  is  equal  to  either  the 
useful  life  or  15  years,  whichever  is  less 
or,  with  respect  to  a  renewable-resource 
energy  measure,  the  time  period  which 
is  equal  to  either  the  useful  life  or  25 
years,  whichever  is  less. 

“Auditor”  means  any  person  or  per¬ 
sons  who  conduct  an  energy  audit  which 
is  represented  to  be  in  conformance  with 
this  regulation. 

“British  Thermal  Unit”  means  the 
amount  of  heat  required  to  raise  the 
temperature  of  one  pound  of  water  one 
degree  Fahrenheit. 

“Btu”  means  British  thermal  unit  or 
units. 

“Building”  means  any  structure  which 
includes  a  heating  or  cooling  system,  or 
both,  or  a  hot  water  system,  and  which 
was  constructed  prior  to  August  14,  1976. 

“Building  Envelope”  means  all  exter¬ 
nal  surfaces,  such  as  walls,  doors  and 
windows,  roof,  and  floors  in  contact  with 
the  ground,  of  a  building  which  are 
affected  by  weather. 

“Depletable  Energy  Resource”  means 
a  fossil  fuel  or  nuclear  fission  fuel. 

“Distillate  Fuel  Oil”  means  any  fuel 
oil,  gas  oil,  topped  crude  oil,  or  other 
petroleum  oils,  except  refined  petroleum 
wax,  derived  by  refining  or  processing 
crude  oil  or  unfinished  oils,  in  whatever 
type  of  plant  such  refining  or  processing 
may  occur,  which  have  a  boiling  range  at 
atmospheric  pressure  which  falls  com¬ 
pletely  or  in  part  between  550°  and  1,200° 
F. 

“Dual-Purpose  Power  Plant”  means  an 
equipment  configuration  which  produces 
both  electricity  and  useful  thermal 
energy  and  which  consumes,  exclusive  of 
the  fuel  required  to  produce  the  useful 
thermal  energy,  less  than  7,500  Btu  of 
fuel  per  kilowatt-hour  of  electricity  pro¬ 
duced. 

“Dwelling  Unit”  means  a  house,  in¬ 
cluding  a  stationary  mobile  home,  an 
apartment,  a  group  of  rooms,  or  a  single 
room  occupied  as  separate  living 
quarters. 

“Energy  Audit”  means  a  process  which 
identifies  and  specifies  the  energy  and 
cost  savings  which  are  likely  to  be  real¬ 
ized  through  the  purchase  and  installa¬ 
tion  of  particular  energy  conservation 
measures  or  renewable-resource  energy 
measures  and  which  is  carried  out  in 
accordance  with  this  part. 

“Energy  Conservation  Measure”  means 
a  measure  which  modifies  any  building 
or  industrial  plant,  the  construction  of 
which  has  been  completed  prior  to  Au¬ 
gust  14,  1976,  if  such  measure  Jias  been 
determined  by  means  of  an  energy  audit 
or  by  FEA,  by  rule,  to  be  likely  to  improve 
the  efficiency  of  energy  use  and  to  reduce 
energy  costs  in  an  amount  not  less  than 
the  total  cost  of  purchasing  and  install¬ 
ing  such  measure  (without  regard  to  any 
tax  benefit  or  Federal  financial  assistance 
applicable  thereto),  within  the  period 
of — 

(1)  The  useful  life  of  the  modification 
involved;  or 


(2)  Fifteen  years  after  the  purchase 
and  installation  of  such  measure,  which¬ 
ever  is  less. 

Such  terms  does  not  include  the  pur¬ 
chase  or  installation  of  any  appliance, 
any  conversion  from  one  fuel  or  source 
of  energy  to  another  which  FEA,  by  rule, 
determines  is  ineligible  on  the  basis  that 
such  type  of  conversion  is  inconsistent 
with  national  policy  with  respect  to 
energy  conservation  or  reduction  of  im¬ 
ports  of  fuels,  or  any  measure  or  type  of 
measure  which  does  not  have  as  its  pri¬ 
mary  purpose  an  improvement  in  effi¬ 
ciency  of  energy  use. 

“Energy  Measure”  means  an  energy 
conservation  measure  or  renewable- 
resource  energy  measure. 

“Industrial  Plant”  means  any  fixed 
equipment  or  facility  which  is  used  in 
connection  with,  or  as  part  of.  a  process 
or  system  for  industrial  production  or 
output  and  which  was  constructed  prior 
to  August  14, 1976. 

“Industrial  Process”  means  an  action 
or  series  of  actions  in  connection  with, 
or  part  of,  a  process  or  system  contribut¬ 
ing  to  the  production  or  output  of  an 
industrial  plant. 

“Liquefied  Petroleum  Gas”  means  pro¬ 
pane  and  butane,  and  propane/butane 
mixes  but  not  ethane. 

“LPG”  means  liquefied  petroleum  gas. 

“Modification”  means  a  measure  which 
changes  a  building  or  industrial  plant, 
the  construction  of  which  was  completed 
prior  to  August  14, 1976. 

“Nondepletable  Energy  Resource” 
means  a  type  of  energy  other  than  a 
depletable  energy  resource. 

“Renewable-Resource  Energy  Meas¬ 
ure”  means  a  measure  which  modifies 
any  building  or  industrial  plant,  the 
construction  of  which  has  been  completed 
prior  to  August  14,  1976,  if  such  measure 
has  been  determined  by  means  of  an 
energy  audit  or  by  FEA,  by  rule,  to — 

(1)  Involve  changing  in  whole  or  in 
part,  the  fuel  or  source  of  the  energy 
used  to  meet  the  requirements  of  such 
building  or  plant  from  a  depletable 
source  of  energy  to  a  nondepletable 
source  of  energy;  and 

(2)  Be  likely  to  reduce  energy  costs 
in  an  amount  not  less  than  the  total 
cost  of  purchasing  and  installing  such 
measure  (without  regard  to  any  tax  ben¬ 
efit  or  Federal  financial  assistance  appli¬ 
cable  thereto),  within  the  period  of — 

(I)  The  useful  life  of  the  modification 
involved,  or 

(II)  Twenty-five  years  after  purchase 
and  installation  of  such  measure,  which¬ 
ever  is  less.  Such  term  does  not  Include 
the  purchase  or  installation  of  any  appli¬ 
ance. 

“Residual  Fuel”  means  No.  4  fuel  oil. 
No.  4-D  fuel  oil,  those  fuel  oils  commonly 
known  as  American  Society  for  Testing 
Materials  No.  5  and  No.  6  fuel  oils,  heavy 
diesel.  Navy  diesel.  Bunker  C  and  all 
other  fuel  oils  which  have  a  fifty  percent 
boiling  point  over  700°  F  in  the  American 
Society  for  Testing  Materials  D-86 
standard  distillation  test. 

“Supplemental  Plan”  means  a  supple¬ 
mental  State  energy  conservation  plan 
which  1s  eligible  for  financial  assistance 
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under  Part  420,  Subchapter  D.  Chapter 
n  of  Title  10,  Code  of  Federal  Regula¬ 
tions. 

“Useful  Life”  means  that  period  of 
time  for  which  a  modification  used  under 
specified  conditions  is  able  to  fulfill  its 
intended  function,  and  which  does  not 
exceed  the  period  of  remaining  use  of  the 
building  or  that  element  of  the  industrial 
plant,  which  is  being  modified. 

§450.4  Qualifying  conditions. 

(a)  A  modification  has  as  its  primary 
purpose  an  improvement  in  energy  use 
efficiency  only  if  the  costs  of  the  pur¬ 
chase  and  installation  of  the  modifica¬ 
tion  will  be  recovered  by  the  projected 
energy  cost  savings  associated  with  im¬ 
proving  the  efficiency  of  energy  use  over 
the  attributed  life  of  the  modification. 

(b)  A  modification  is  determined  to 
result  in  an  ineligible  conversion  if  its 
implementation  would  result  in  an  in¬ 
crease,  expressed  in  Btu,  at  the  building 
or  industrial  plant  site,  in  the  consump¬ 
tion  of  petroleum  products,  natural  gas, 
or  a  combination  of  the  two. 

(c)  An  increase  in  the  consumption  of 
petroleum  products  at  a  building  or  in¬ 
dustrial  plant  site  shall  not  be  an  in¬ 
eligible  conversion  as  provided  by  para¬ 
graph  Cb)  of  this  section,  if  the  increase 
will  result  from  the  installation  of  dual- 
purpose  power  plant  equipment  which 
FEA  determines  in  a  specific  application 
produces  an  off -setting  reduction  in  the 
consumption  of  petroleum  products,  na¬ 
tural  gas,  or  a  combination  of  them,  at 
one  or  more  sites. 

(d)  Projected  prices  for  electricity, 
natural  gas,  distillate,  residual  fuel,  LPO 
and  coal  shall  be  derived  from  either — 

(1)  The  projected  energy  prices  from 
1977  to  1991  set  forth  in  Appendix  A, 
Tables  1-20  of  this  Part;  or 

(2)  The  following  adjustment  for¬ 
mulas — 

(i)  For  petroleum  products,  coal,  and 
natural  gas; 

PAt=PR,-((t-b)(PRb-PAb)/(199b-b)),  for 
t<1980. 

PAt=PR,,  for  t^l985. 

Where — 

PA  i  =  Projected  fuel  price  for  future  year  t. 
PA»=Fuel  price  actually  paid  In  base  year  b. 
PR  b— Regional  fuel  price  for  base  year  as  set 
forth  In  Appendix  A. 

PRt — Projected  regional  fuel  price  for  future 
year  t  as  set  forth  In  Appendix  A. 

t= Future  year  for  which  fuel  price  Is 
being  projected. 

b=Base  year  used  in  current  FEA  projec¬ 
tion  of  fuel  prices,  as  shown  in 
Appendix  A. 

(ii)  For  electricity: 

PAt=PRt  PAb/PRb,  for  all  years. 

Where  PAi,  PAb,  PRb  and  PRt  have  the  same 

meaning  as  In  subparagraph  (d)(2)  (1)  of 

this  section. 

(e)  Prices  set  forth  in  Appendix  A, 
Tables  1-10  of  this  Part,  expressed  in 
dollars  per  physical  unit,  shall  be  con¬ 
verted  to  prices  set  forth  in  Appendix  A, 
Tables  11-20,  expressed  in  dollars  per 
million  Btu,  by  using  the  following  con¬ 
version  factors — 
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(1)  Electricity — 3412  Btu  per  kilowatt- 
hour. 

(2)  Natural  Gas — 1030  Btu  per  cubic  foot. 

(3)  Distillate — 6.826  million  Btu  per  barrel. 

Ftjkl  On. 

(4)  Residual  Fuel — 6,387  million  Btu  per 
barrel. 

(6)  Coal — 22.6  million  Btu  per  standard 
short  ton. 

(6)  LPO — 4.01  million  Btu  per  barrel. 

Subpart  B — Information  Audits 
§  450.10  Purpose  and  scope. 

This  subpart  establishes  the  classes  of 
and  requirements  for  the  conduct  of  in¬ 
formation  audits,  the  qualifications  of 
persons  conducting  Class  A  information 
audits,  and  the  allowable  cost  of  infor¬ 
mation  audits.  Information  audits  are 
required  to  be  provided  for  in  supple¬ 
mental  State  energy  conservation  plans 
pursuant  to  Part  420,  Subpart  D,  Chap¬ 
ter  n  of  Title  10,  Code  of  Federal 
Regulations. 

§450.11  Classes  of  and  requirements 
for  information  audits. 

(a)  A  Class  A  information  audit  shall 
consist  of — 

(1)  An  on-site  visit  at  the  building  or 
industrial  plant  by  an  auditor  who  has 
qualifications  considered  appropriate  by 
the  State;  and 

(2)  An  evaluation  by  an  auditor,  sup¬ 
ported  by  data,  of  the  building  or  indus¬ 
trial  plant’s  energy  consumption  and  en¬ 
ergy  systems  based  on  data  such  as  heat¬ 
ing  and  cooling  degree  days,  fuel  costs 
and  other  data  considered  appropriate 
by  the  State,  which  evaluation  shall  con¬ 
sist  of  either — 

(1)  An  analysis  of  the  energy  and  cost 
savings  likely  to  result  from  the  imple¬ 
mentation  of  one  or  more  modifications 
selected  by  the  State,  or 

(ii)  General  recommendations  regard¬ 
ing  one  or  more  modifications  selected 
by  the  State  accompanied  by  a  work¬ 
book,  manual,  or  other  material  allow¬ 
ing  the  owner,  operator,  or  occupant  of 
the  building  or  industrial  plant  to  cal¬ 
culate  the  energy  and  cost  savings  for 
those  modifications. 

(b)  A  Class  B  information  audit  shall 
consist  of — 

(1)  Information  provided  by  the 
owner,  operator,  or  occupant  of  the 
building  or  industrial  plant  to  the  State, 
using  a  questionnaire  provided  by  the 
State;  and 

(2)  An  evaluation  whereby  the  infor¬ 
mation  provided  pursuant  to  paragraph 
(b)(1)  of  this  section  is  analyzed  by  the 
State  in  such  a  way  as  to  identify  the 
energy  and  cost  savings  likely  to  result 
from  not  less  than  two  modifications 
selected  by  the  State,  taking  into  ac¬ 
count  factors  such  as  heating  and  cool¬ 
ing  degree  days,  fuel  costs  and  others 
considered  appropriate  by  the  State,  and 
whereby  the  analysis  is  sent  to  the 
owner,  operator  or  occupant  of  the  build¬ 
ing  or  industrial  plant 

(c)  A  Class  C  information  audit  shall 
consist  of — 

(1)  Using  a  workbook  provided  by  the 
State,  a  calculation  by  the  owner,  op¬ 
erator,  or  occupant  of  the  building  or 
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industrial  plant  of  the  energy  and  cost 
savings  for  each  of  not  less  than  four 
modifications  selected  by  the  State, 
which  calculations  shall  take  into  ac¬ 
count  factors  such  as  heating  and  cool¬ 
ing  degree  days,  fuel  costs,  and  others 
considered  appropriate  by  the  State;  and 

(2)  Any  provision  by  the  State  of  in¬ 
formation  relating  to  the  building  type 
or  industrial  plant,  in  the  form  of  pam¬ 
phlets.  books,  brochures  or  similar  data 
regarding  modifications  which  may  prove 
to  be  energy  conservation  measures  and 
renewable-resource  energy  measures. 

§  450.12  Contents  of  information  audits. 

(a)  All  three  classes  of  information 
audits  shall  include  an  energy  consump¬ 
tion  description  containing  the  following 
information — 

(1)  For  a  building — 

(1)  Actual  energy  consumption  by  type 
of  fuel  by  month  for  the  preceding  12 
months,  except  that  where  actual  en¬ 
ergy  consumption  data  are  not  available, 
estimates  of  actual  energy  consumption 
and  an  explanation  of  the  derivation  of 
the  estimates; 

(ii)  Cost  of  energy  by  type  of  fuel  for 
the  preceding  12  months; 

(ill)  Building  profile,  including  de¬ 
scriptions  of — 

(A)  Location,  climatic  context,  and 
Immediate  site  conditions ; 

(B)  Configuration,  envelope,  construc¬ 
tion,  and  condition;  and 

(C)  Heating,  ventilating,  air  condi¬ 
tioning,  hot  water  and  lighting  systems; 
and 

(2)  For  an  industrial  plant — 

(i)  Actual  energy  consumption  for 
both  the  plant’s  building  operations  and 
its  industrial  processes,  by  type  of  fuel 
by  month  for  the  preceding  12  months, 
except  that  where  actual  energy  con¬ 
sumption  data  are  not  available,  esti¬ 
mates  of  actual  energy  consumption  and 
an  explanation  of  the  derivation  of  the 
estimates; 

(ii)  Co6t  of  energy  by  type  of  fuel  for 
the  preceding  12  months; 

(ill)  Description  of  the  plant’s  build¬ 
ing  characteristics,  providing  the  infor¬ 
mation  required  by  subparagraph  (a) 
(l)(iii)  of  this  section; 

(iv)  Profile  of  the  plant’s  industrial 
processes,  including  a  description  of — 

(A)  The  process  layout  and  conditions 
within  which  it  operates; 

(B)  Material  storage,  handling  and 
processing ;  and 

(C>  All  mechanical,  electrical,  hy¬ 
draulic,  and  pneumatic  systems,  includ¬ 
ing  those  for  waste  handling;  and 

(v)  Energy  consumption  of  each  proc¬ 
ess  system  by  type  of  fuel. 

(b)  Each  information  audit  shall  iden¬ 
tify  and  describe  a  modification  suffi¬ 
ciently  to  enable  the  determination  of 
the  effects  of  the  modification  or  com¬ 
bination  of  modifications  on  a  building 
or  industrial  plant’s  energy  consumption. 

(c)  Each  information  audit  (1)  shall 
identify  and  describe,  by  the  procedures 
set  forth  in  S  450.21  or  other  appropriate 
procedures,  the  total  costs  of  purchasing 
and  Installing  a  modification,  and  the  re¬ 
lated  energy  and  cost  savings,  as  pre- 
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scribed  by  d  State,  subject  to  approval  by 
PEA  in  the  review  of  a  State’s  supple¬ 
mental  plan  and  (2)  shall  indicate 
whether  projected  energy  cost  savings 
attributable  to  the  modification  are  suf¬ 
ficient  to  recover  the  total  cost  of  pur¬ 
chasing  and  installing  the  modification 
within  its  attributed  life. 

§  450.13  Auditors. 

The  State  shall  establish  the  qualifica¬ 
tions  of  those  persons  conducting  Class 
A  information  audits,  appropriate  re- 
<ruirements  and  procedures  to  ensure 
that  full  disclosure  of  financial  interests 
relating  to  each  audit  is  made,  and  ap¬ 
propriate  measures  for  certification  by 
the  auditor  to  assure  that  each  audit  has 
been  conducted  in  accordance  with  this 
regulation.  These  provisions  shall  be  sub¬ 
ject  to  approval  by  PEA  and  made  part  of 
the  supplemental  plan  submitted  to  FEA. 

§  450.14  Cost  of  information  audits. 

An  information  audit  conducted  under 
a  supplemental  plan  shall — 

(a)  For  an  individual  dwelling  unit,  be 
conducted  at  no  direct  cost  to  the  occu¬ 
pants  of  that  dwelling  unit;  and 

(b)  For  any  building  or  industrial 
plant  not  covered  in  paragraph  (a)  of 
this  section,  be  conducted  for  a  cost  not 
to  exceed  7  percent  of  the  total  cost  of  all 
energy  used  in  the  building  or  industrial 
plant  during  the  12  months  preceding 
the  audit,  except  that,  subject  to  FEA  re¬ 
view  and  approval,  the  State  may  estab¬ 
lish  procedures  to  permit  information 
audit  costs  to  exceed  this  limitation  in 
those  cases  where  the  State  finds  that 
the  buildings  or  industrial  plants  ex¬ 
hibit  unique  or  unusually  complex  char¬ 
acteristics  relating  to  energy  use. 

Subpart  C — Verification  Audits 
§  450.20  Purpose  and  scope. 

This  subpart  prescribes  guidelines  for 
building  and  industrial  process  verifica¬ 
tion  audits,  which  audits  provide  for  a 
detailed  analysis  of  the  changes  in  energy 
use  and  costs  likely  to  result  from  the 
implementation  of  a  modification. 

§  450.21  Contents  of  verification  audits. 

(a)  A  verification  audit  shall  contain 
an  analysis  of  the  actual  or  estimated 
energy  consumption  of  the  one  or  more 
building  systems  or  industrial  processes 
to  be  affected  by  the  installation  of  a 
modification.  The  actual  energy  con¬ 
sumption  of  the  building  or  industrial 
process  shall  be  computed  by  type  of  fuel 
by  month  for  a  consecutive  twelve- 
month  period,  if  available.  Information 
in  a  verification  audit  shall  include,  but 
not  be  limited  to — 

(1)  Location,  orientation,  climatic 
context,  and  immediate  site  conditions; 

(2)  Operating  characteristics,  which 
shall  include — 

(i)  For  a  building,  a  description  of  the 
building  envelope,  configuration,  con¬ 
struction  and  condition,  and  daily  hours 
of  use;  and 

(11)  For  an  industrial  process,  a 
description  of  the  plant,  process  and 
system  layout,  and  operating  conditions; 
and 


(3)  Actual  energy  consumption  of  the 
building  or  industrial  process,  by  type 
of  fuel  per  month,  for  the  representative 
year  selected,  except  that  where  actual 
energy  consumption  data  are  not  avail¬ 
able,  estimates  of  actual  energy  con¬ 
sumption  and  a  detailed  explanation  of 
the  derivation  of  the  estimates. 

(b)  A  verification  audit  shall  identify 
and  describe — 

(1)  The  modification  which  is  the 
subject  of  the  audit,  including  but  not 
limited  to — (i)  The  model  and  manu¬ 
facturer;  (ii)  method  of  application  for 
a  building  or  industrial  process;  (iii) 
performance  specifications  which  may 
include  engineering  drawings;  (iv)  use¬ 
ful  life;  (v)  and  for  a  modification  under 
consideration  as  a  renewable-resource 
energy  measure,  a  description  of  the 
process  by  which  the  modification  will 
convert  one  or  more  nondepletable 
energy  resources  to  useful  energy ; 

(2)  All  other  modifications  that  are 
anticipated  to  be  implemented  by  an 
owner,  operator  or  occupant  of  the 
building  or  ihdustrial  plant  that  could 
influence  the  energy  and  cost  savings 
associated  with  the  modification  for 
which  the  audit  is  being  conducted; 

(3)  All  alternative  modifications  con¬ 
sidered  in  choosing  to  implement  those 
identified  in  paragraphs  (b)  (1)  and  (b) 
(2)  of  this  section; 

(4)  Future  energy  consumption  for 
each  year  of  the  attributed  life  of  the 
modification,  by  type  of  fuel,  in  terms 
of  both  units  of  fuel,  such  as  kilowatt- 
hours  of  electricity  or  gallons  of  distillate 
fuel  oil,  and  equivalent  Btu,  using  the 
conversion  factors  pursuant  to  $  450.4 
(e)  under  each  of  the  following  condi¬ 
tions — 

(1)  Without  implementation  of  the 
modification  identified  In  paragraph  (b) 
(1)  of  this  section,  but  including  imple¬ 
mentation  of  all  of  the  modifications 
identified  in  paragraph  (b)  (2)  of  this 
section,  if  any,  and 

(ii)  With  implementation  both  of  the 
modification  identified  in  paragraph  (b) 
(1)  of  this  section  and  of  all  of  the 
modifications  identified  in  paragraph 
(b)  (2)  of  this  section,  if  any; 

(5)  For  a  modification  under  con¬ 
sideration  as  an  energy  conservation 
measure,  the  energy  efficiency  index 
shall  be  computed — 

(i)  For  a  building,  by  dividing  the 
size  of  the  building,  expressed  in  terms 
of  net  square  feet,  by  the  number  of 
Btu  used  in  its  operation;  and 

(ii)  For  an  industrial  process,  by  di¬ 
viding  the  amount  of  production,  con¬ 
sistently  expressed  in  units,  weight  or 
volume,  achieved  by  the  industrial  proc¬ 
ess  being  modified,  by  the  number  of 
Btu  used  in  its  operation; 

(6)  For  a  modification  under  consider¬ 
ation  as  an  energy  conservation  measure, 
whether  the  energy  efficiency  index  asso¬ 
ciated  with  the  conditions  prescribed  in 
paragraph  (b)  (4)  (ii)  of  this  section  is 
greater  than  the  energy  efficiency  index 
associated  with  the  conditions  prescribed 
in  paragraph  (b)  (4)  (1)  of  this  section, 
in  which  event  the  modification  will  be 


found  to  result  in  an  improvement  in 
the  efficiency  of  energy  use;  and 

(7)  For  a  modification  under  consider¬ 
ation  as  a  renewable-resource  energy 
measure,  whether  the  description  of  the 
modification  establishes  that  nondeplet¬ 
able  energy  resources  are  converted  to 
useful  energy  and  if  the  number  of  Btu 
of  depletable  energy  resources  con¬ 
sumed  under  the  conditions  prescribed 
in  paragraph  (b)  (4)  (ii)  of  this  section 
is  less  than  the  number  of  Btu  of  de¬ 
pletable  energy  resources  consumed  un¬ 
der  the  conditions  prescribed  in  para¬ 
graph  (b)  (4)  (i)  of  this  section,  in  which 
event  the  modification  will  be  found  to 
result  in  a  change  from  a  depletable  to 
a  nondepletable  energy  resource. 

(c)  Costs  and  savings  shall  be  pre¬ 
sented  in  terms  of  constant  dollars  us¬ 
ing  the  same  base  year  as  in  the  most 
current  FEA  projection  of  fuel  prices 
set  forth  in  Appendix  A,  Tables  1-20 
of  this  Part.  Future  costs  and  savings 
shall  be  converted  to  present  values  us¬ 
ing  a  discounting  rate  of  10  percent.  Ap¬ 
pendix  B  of  this  Part  contains  factors 
to  be  used  in  calculating  the  present 
value  of  future  costs  and  savings  at  the 
10  percent  annual  rate.  Future  costs 
and  savings  values  are  converted  to 
present  value  by  multlpllng  each  value 
by  the  discount  factor  for  the  year  in 
which  incurred. 

(d)  (1)  Purchase  and  installation 
costs  shall  include — 

(1)  The  costs  of  purchasing  and  in¬ 
stalling  the  modification,  including  year¬ 
ly  principal  and  interest  payments  on 
debt  incurred,  converted  to  present 
value  using  the  factors  set  forth  in  Ap¬ 
pendix  B  of  this  Part,  less  any  salvage 
value  of  existing  equipment;  and 

(ii)  Future  purchase  and  installation 
costs  for  normal  replacement  of  signifi¬ 
cant  components  and  parts,  less  the  cost 
of  normal  replacement  of  significant 
components  and  parts  for  existing  equip¬ 
ment  and  less  the  cost  which  would  be 
incurred  for  future  replacement  of  exist¬ 
ing  equipment,  calculated  by  year  for  the 
attributed  life  of  the  modification,  which 
yearly  costs  shall  be  converted  to  present 
values  by  using  the  factors  set  forth  in 
Appendix  B  of  this  Part. 

(2)  Energy  cost  savings  shall  be  com¬ 
puted  as  follows — 

(1)  Fuel  prices  by  type  of  fuel  shall  be 
derived  for  each  year  of  attributed  life  of 
the  modification  using  projected  energy 
prices  in  accordance  with  9  450.4(d). 

(ii)  Future  energy  consumption,  deter¬ 
mined  pursuant  to  paragraphs  (b)  (4) 
(1)  and  (ii)  of  this  section,  shall  be  multi¬ 
plied  by  the  fuel  prices  determined  pur¬ 
suant  to  paragraph  (d)  (2)  (1)  of  this 
section  to  compute  annual  fuel  costs 
with  and  without  implementation  of  the 
modification.  Reductions  in  fuel  costs 
resulting  from  the  installation  of  the 
modification  shall  be  calculated  by  sub¬ 
tracting  the  annual  fuel  costs  computed 
on  the  basis  of  the  enengey  consumption 
determined  pursuant  to  paragraph  (b) 

(4)  (ii)  from  those  computed  cm  the 
basis  of  paragraph  (b)  (4)  (i),  assuming 
no  change  in  building  size  or  production 
level.  Values  for  each  year  of  attributed 
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life  shall  be  converted  to  present  value 
using  the  factors  set  forth  In  Appendix 
B  of  this  Part. 

(3)  The  net  present  value  of  Imple¬ 
menting  the  modification  shall  be  com¬ 
puted  by  subtracting  implementation 
costs  and  the  present  value  of  replace¬ 
ment  costs  calculated  in  accordance  with 
paragraph  (d)(1)  of  this  section  from 
present  value  of  energy  cost  savings 
calculated  in  accordance  with  paragraph 

(d)  (2)  of  this  section. 

(e)  A  verification  audit  shall  contain  a 
finding  that  a  modification  will  reduce 
energy  costs  sufficiently  to  recover  pur¬ 
chase  and  installation  costs  within  the 
attributed  life  of  the  modification  if  the 
net  present  value  is  either  zero  or  a 
positive  value. 

(f )  The  contents  of  a  verification  audit 
shall  be  reduced  to  writing  in  the  form 
of  an  audit  report  which  shall  contain 
the  information  and  supporting  docu¬ 
mentation  required  by  this  section. 

§  450.22  Auditors. 

(a)  A  person  who  conducts  a  building 
verification  audit  shall — 

(1)  Be  a  licensed  professional  engineer 
or  architect,  or 

(2)  Have  an  engineering  degree  from 
an  ^credited  college  or  university  in  ad¬ 
dition  to  four  years  of  subsequent  experi¬ 
ence  in  one  or  more  of  the  following — 

(i)  Heating,  ventilation  and  air  con¬ 
ditioning  installation  or  design  work; 

(il)  Building  operations,  including 
operation  of  the  environmental  systems; 
or 

(ill)  design  of  the  building  systems 
which  are  to  be  modified. 

(d)  A  person  who  conducts  an  indus¬ 
trial  process  verification  audit  shall — 

(1)  Be  a  licensed  professional  en¬ 
gineer,  or 

(2)  Have  an  engineering  degree  from 
an  accredited  college  or  university  in  ad¬ 
dition  to  four  years  of  subsequent  experi¬ 
ence  in  the  design  or  operation  of  the 
particular  industrial  process  being 
audited. 

(c)  Prior  to  conducting  a  verification 
audit,  the  auditor  shall  disclose  in  writ¬ 
ing  to  the  person  for  whom  the  audit  is 
to  be  performed  any  significant  financial 
interest  held  by  the  auditor,  the  auditor’s 
spouse,  or  any  child  of  the  auditor,  in  a 
partnership,  corporation,  sole  proprietor¬ 
ship,  or  other  business  enterprise  en¬ 
gaged  in  the  manufacturing,  including 
manufacturing  of  major  components, 
marketing,  installing  or  servicing,  of  the 
modification  which  is  the  subject  of  an 
audit,  or  in  the  ownership  or  operation  of 
the  building  or  Industrial  plant  which  is 
the  subject  of  an  audit.  A  copy  of  the  dis¬ 
closure  statement  shall  be  signed  by  the 
auditor  and  shall  accompany  submission 
of  the  energy  audit  report  or  any  por¬ 
tion  thereof  to  FEA  or  any  other  agency, 
department  or  other  instrumentality  of 
the  Federal  Government. 

(d)  A  financial  interest  shall  be  sig¬ 
nificant  for  the  purposes  of  this  section 
if  it  is  one  of  the  following — 
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(1)  Employment,  including  employ¬ 
ment  as  a  consultant,  by  a  partnership, 
corporation,  sole  proprietorship,  or  other 
business  enterprise  engaged  in  the  manu¬ 
facturing.  marketing,  installing  or  servic¬ 
ing  of  the  modification  which  is  the  sub¬ 
ject  of  an  audit  or  in  the  ownership  or 
operation  of  the  building  or  industrial 
plant  which  is  the  subject  of  an  audit; 

(2)  Ownership  of  10  or  more  percent  of 
the  stock,  including  options  to  purchase 
stock,  or  other  securities  issued  by  a  cor¬ 
poration,  or  of  10  o.  more  percent  finan¬ 
cial  interest  in  any  other  business  enter¬ 
prise  engaged  in  the  manufacturing, 
marketing,  installing  or  servicing  of  a 
modification  which  is  the  subject  of  an 
audit  or  in  the  ownership  or  operation  of 
the  building  or  industrial  plant  which  is 
the  subject  of  an  audit; 

(3)  A  position  as  a  director  or  officer 
of  a  corporation  or  partner  in  a  partner¬ 
ship  or  active  principal  in  a  consortium 
or  any  other  business  enterprise  engaged 
in  the  manufacturing,  marketing,  install¬ 
ing  or  servicing  of  a  modification  which 
is  the  subject  of  an  audit  or  in  the 
ownership  or  operation  of  the  building  or 
industrial  plant  which  is  the  subject  of 
an  audit; 

(4)  Participation  in  the  profit-sharing 
program  of  a  partnership,  corporation,  or 
other  business  enterprise  engaged  in  the 
manufacturing,  marketing,  installing  or 
servicing  of  a  modification  which  is  the 
subject  of  an  audit  or  in  the  ownership 
or  operation  of  the  building  or  industrial 
plant  which  is  the  subject  of  an  audit; 
or 

(5)  Ownership  of  patent  rights  or  other 
industrial  property  interests  or  the  re¬ 
ceipt  of  royalties  therefrom  for  the 
manufacturing,  installing,  or  servicing 
of  a  modification  which  is  the  subject  of 
an  audit. 

(e)  Each  verification  audit  report  shall 
include  a  statement  signed  by  the  auditor 
certifying  that — 

(1)  The  auditor  meets  the  qualifica¬ 
tions  set  forth  in  paragraphs  (a)  and  (b) 
of  this  section; 

(2)  The  auditor  has  made  a  full  writ¬ 
ten  disclosure  of  any  significant  financial 
interests  in  accordance  with  paragraph 
(c)  of  this  section; 

(3)  The  audit  was  conducted  in  accor¬ 
dance  with  the  requirements  of  Subpart 
C  of  this  part; 

(4)  The  audit  report  required  by 
S  450.21(e)  and  accompanying  documen¬ 
tation  accurately  describe  the  audit  find¬ 
ings;  and 

(5)  The  auditor  understands  that  the 
report  will  be  submitted  to  a  depart¬ 
ment  or  agency  of  the  United  States 
which  may  rely  on  -the  contents  of  the 
material  prepared  by  the  auditor. 

§  450.23  Cost  of  verification  audits. 

(a)  A  verification  audit  shall  be  con¬ 
ducted  without  cost  to  the  occupant  of 
a  dwelling  unit. 
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(b)  The  cost  of  a  verification  audit  for 
a  building  or  industrial  plant  not  covered 
in  paragraph  (a)  of  this  section  shall 
not  exceed  7  percent  of  the  co6t  of  all 
energy  consumed  in  that  building  or  in¬ 
dustrial  plant  in  the  12  months  preceding 
the  audit.  FEA  may  grant  an  exception 
to  this  limitation  when  requested  if  it 
determines  upon  specific  review  of  a  pro¬ 
posed  audit  that  the  audited  building  or 
plant  exhibits  unique  or  unusually  com¬ 
plex  characteristics  relating  to  energy 
use  and  that  the  audit  will  therefore  be 
unusually  costly  to  perform. 

Appendix  A — Enxkgy  Price  Projections 

Tables  1-20  present  FEA  energy  price  pro¬ 
jections  In  constant  1977  (Base  Tear)  dollars 
for  the  years  1975  to  1991.  The  prices  were  de¬ 
veloped  from  the  most  current  Reference 
Case  results  of  the  Project  Independence 
Evaluation  System  (PIES).  These  prices  will 
be  revised  and  reissued  periodically.  Abbre¬ 
viations  and  other  Information  pertinent  to 
use  of  the  tables  are  as  follows : 

1.  Tables  1-10  show  energy  prices  by  fuel 
unit. 

2.  Tables  11-20  show  energy  prices  per  mil¬ 
lion  Btu. 

3.  For  the  years  following  1991,  use  1991 
prices. 

4.  FEA  regions  are  comprised  of  the  follow¬ 
ing: 

Region  I — New  England:  Maine,  New  Hamp¬ 
shire.  Vermont,  Rhode  Island,  Connecticut. 
Massachusetts. 

Region  n — New  York/New  Jersey:  New 
York.  New  Jersey,  Puerto  Rico 1  Virgin 
Islands.1 

Region  III — Mid-Atlantic:  Pennsylvania, 

Delaware.  Maryland.  Virginia,  West  Vir¬ 
ginia,  District  of  Columbia. 

Region  IV — South  Atlantic:  North  Carolina, 
South  Carolina,  Georgia,  Florida,  Kentucky, 
Tennessee,  Alabama,  Mississippi.  Canal 
Zone.1 

Region  V — Midwest:  Michigan.  Ohio.  Indi¬ 
ana.  Wisconsin,  Minnesota,  Illinois. 

Region  VI — Southwest:  Arkansas,  Louisiana, 
Oklahoma,  Texas,  New  Mexico. 

Region  VII — Central:  Iowa,  Missouri,  Ne¬ 
braska,  Kansas. 

Region  VIII — North  Central:  North  Dakota. 
South  Dakota,  Montana,  Wyoming.  Colora¬ 
do.  Utah. 

Region  IX — Western:  Nevada,  Arizona.  Cali¬ 
fornia,  Halwall,  American  Samoa,1  Guam,1 
Trust  Territory  of  the  Pacific  Islands.1 
Region  X — Northwestern:  Idaho,  Washing¬ 
ton,  Oregon,  Alaska. 

5.  Column  heading  abbreviations  mean 
as  follows: 

Res. — Residential  Customer. 

Comm. — Commercial  Customer.  « 

Ind. — Industrial  Customer. 

Elect. — Electricity. 

N.  Gas — Natural  Gas. 

Dlst. — Distillate  Fuel  Oil. 

Resld. — Residual  Fuel  Oil. 

L.P.G. — Liquefied  Petroleum  Gas. 

I/MKWH — Dollars  per  thousand  kilowatt- 
hours. 

t/MC FT — Dollars  per  thousand  cubic  feet. 
t/BBL — Dollars  per  barrel. 

•/MEST — Dollars  per  standard  short  ton 
(22.6  million  Btu  per  ton) . 


1  Price  projectiles  not  yet  available.  Until 
such  time  as  they  are  made  available,  re¬ 
gional  prices  shall  be  applicable. 
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